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RICARDO’S INGOT PLAN 
A CENTENARY TRIBUTE 


THE hundredth anniversary of the death of David Ricardo, 
llth September, 1823, is best commemorated by fresh study of 
his works. His writings on theory are not likely to be forgotten. 
The present pages are a tribute to him as author of a practical 
Plan for the improvement of our system of Currency, a Plan 
which did not remain entirely a theory, but in great part passed 
into law, and may possibly do so again. It did not take hold 
at once and for all time, like Montague’s plan of Exchequer 
Bills. But it once had fair promise of success in curing a currency 
confusion like our own, and arising, like our own, during and 
after a Great War. 

When Ricardo first printed the Plan in 1811, the suspension 
of cash payments for the Bank’s notes had lasted fourteen years. 
Depreciation of the notes, judged by the combined evidence of 
the market price of gold (over against the Mint price) and the 
foreign exchanges, had only become serious in the last four 
years, when its seriousness led to the inquiries of the Bullion 
Committee of the House of Commons in 1810. The Committee 
(‘‘ Horner’s Committee ’’) did not include Ricardo, or call him 
as a witness. But his letters ‘‘ On the Price of Gold,” in the 
Morning Chronicle of August and September 1809 had brought 
him into notice, and he had followed them up by a tract of which 
the title conveys the drift of the argument: “‘ The High Price of 
Bullion a Proof of the Depreciation of Bank Notes.” In the 
Preface, dated 9th December, 1809, the writer frankly admits that 
he had taken his cue from Lord King. The book itself is dated 
1810. There is no hint of the Ingot Plan till the fourth edition 
(1811). 

Till then (e.g. 8rd ed., 1810, p. 50) we read: ‘‘ The 
remedy which I propose for all the evils in our currency is that 
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the Bank should gradually decrease the amount of their notes 
in circulation until they shall have rendered the remainder of 
equal value with the coins which they represent, or, in other 
words, till the prices of gold and silver bullion shall be brought 
down to their Mint price. I am well aware that the total failure 
of paper credit would be attended with the most disastrous 
consequences to the trade and commerce of the country, and 
even its sudden limitation would occasion so much ruin and 
distress that it would be highly inexpedient to have recourse to 
it as the means of restoring our currency to its just and equitable 
value.” 

In the fourth edition the foregoing passage is left unaltered ; 
but an Appendix is added which contains Ricardo’s Plan. It is 
just possible that Lord King had again been before him. Lord 
King’s famous letter to his leaseholders in March 1811 required 
them to pay their rents according to old contract, “ in the legal 
gold coin of the realm,’ guineas or Portugal gold coin, or “ by a 
payment in Bank paper of a sum sufficient to purchase (at the 
present market price) the weight of standard gold requisite to 
discharge the rent” (given, e.g., in Cobbett, ‘“ Paper Against 
Gold,” Letter XXV., 5th July, 1811, p. 344). His speech in 
the Lords on 2nd July, 1811, defending the letter, was published 
as a pamphlet with an appendix where the equivalent payment 
is described as “ uncoined bullion of the same standard,’’! “ the 
weight of standard gold (if gold coin cannot be easily procured) 
requisite to discharge his [the tenant’s] rent or bond debts according 
to the spirit of his contracts.” (Speeches, ed. by Fortescue, 
1844, pp. 250, 258.) The idea may have been “in the air”’; 
the two men, though quite good friends, make no acknowledg- 
ments to each other. King applies the idea to private contracts ; 
Ricardo to the whole system of currency. 

The Appendix containing the first mention of Ricardo’s 
Plan was under weigh as early as 17th October, 1811, when 
Ricardo writes to Malthus (Letters, VIII, IX, X, pp. 17-23) about 
the latter’s article of February 1811 in the Edinburgh Review 
(pp. 339-372), ‘‘ On the Depreciation of Paper Currency.” Mal- 
thus had dealt chiefly with the Wheatley-Ricardo theory that 
a relatively redundant currency is the one cause of an unfavour- 
able balance of trade. The fourth edition of Ricardo’s Bullion 
pamphlet seems to have appeared in January 1812. The 
Appendix now figuring in it is headed ‘‘ Observations on some 
passages in an article in the Edinburgh Review on the Depreciation 


1 916-6 fine. 





hm DR 


OO mt ma DR DO ct 


Se et A Se eS 


we 


2 oe we 


nae Vw We = 








1923] RICARDO’S INGOT PLAN 283 


of Paper Currency; also Suggestions for securing to the Public 
a Currency as invariable as Gold with a very moderate supply 
of that metal” (Works, MacCulloch’s ed., pp. 291 seg.). After 
replying at great length to the criticisms of his general theory, 
Ricardo comes at last to the problem of the Bank—how is 
the Bank to obey the Bullion Committee! and pay its 
notes in specie within two years, without causing fresh mis- 
chief? The foreign exchanges had been about 15 per cent. 
against us; the market price of both gold and silver had been 
about 15 per cent. above the Mint price (Bullion C.’s Report, 
pp. 1, 3; ef. Ann. Register, 1810, Hist., 126). The notes of the 
Bank, then about £19,000,000 in amount, would therefore need 
reduction by 15 per cent. to reach par. Ricardo (/.c. p. 300) says 
that the advocates of the Bank, faced with this task, represented 
that ‘“‘ caprice or ill will”’ might lead the public to demand 
guineas for all the small notes; the country banks with their 
large issues of small notes would “ go for gold” to the Bank of 
England, their natural foster-mother, making it harder for the 
Bank to gather together the gold necessary for Resumption. 
Here Ricardo holds out his Ingot Plan. He would require 
the Bank to pay at its option all notes above £20 (and no other) 
“either in specie, in gold standard bars, or in foreign coin 
(allowance being made for difference in its purity) at the English 
Mint-value of gold bullion, viz. £3 17s. 103d. per [standard] oz., 
such payments to commence at the period recommended by the 
Committee.” The country banks must go on paying as before 
in notes of the Bank of England. The Bank might have this 
privilege of ingot payments for three or four years. Thereafter 
indeed, if the plan worked well, it might be made permanent. 
Under this plan (says Ricardo) the currency could never be 
depreciated, since “an ounce of standard gold and £3 17s. 103d. 
would be uniformly of the same value.”’ Holders of small notes 
could only change them by presenting £20 of them at a time, 
and even then receive only “ bullion and not specie.” Guineas 
could only be got when this bullion was coined at the Mint, a 
process taking time and therefore usefully deterrent. There 
would no longer be a wasteful alternation of coining and melting. 
If it is urged that this makes it too easy to get bullion, the answer 
is that it was just as easy before 1797 and must be under any 
system, when the case requires gold. ‘‘ An unfavourable ex- 
change can be corrected only by an exportation of goods, by the 


1 In their Report of 20th June, 1810, not given to the public till September. 


See Ann. Register, 1810, Hist., pp. 127, 129, 151. 
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transmission of bullion, or by a reduction in the amount of the 
paper circulation ”’ (l.c. 301). The Plan seems “ to unite all the 
advantages of every system of banking which has been hitherto 
adopted in Europe.”’ In some respects it resembles the plan 
of the deposit Banks of Amsterdam and Hamburg. Our 
Bank, while always selling at the Mint price, might, like those 
banks, have also a fixed purchase price, fixed a little below the 
Mint price; and it could discourage demands for gold by keeping 
down the issues of paper. 

Unlike these deposit Banks [whose deposits were of bullion], 
it does not need to have as much bullion as there are credits for 
bank money. “ In our Bank there would be an amount of bank 
money, under the name of bank-notes, as great as the demands 
of commerce could require; at the same time there would not be 
more inactive capital in the Bank coffers than the fund which 
the Bank should think it necessary to keep in bullion to answer 
those demands which might occasionally be made upon them.” 

“The perfection of banking is to enable a country by means 
of a paper currency (always retaining its standard value) to 
carry on its circulation with the least possible quantity of coin 
or bullion; this is just what this plan would effect. And with a 
silver coinage, on just principles, we should possess the most 
economical and the most invariable currency in the world” 
(l.c. 301). 

It remains to be considered how far this first form of the Ingot 
Plan differs (a) from that in the “‘ Economical and Secure Cur- 
rency,” 1816, (6) from that in the Evidence before the Secret 
Committee of 1819 and in the Committee’s Report, (c) from the 
actual law of 1819, and (d) from the ‘‘ Plan for the Establishment 
of a National Bank ” (published 1824). 

The Plan attracted little or no attention till it was made the 
leading subject of a separate pamphlet (1816): ‘‘ Proposals for 
an Economical and Secure Currency, with Observations on the 
Profits of the Bank of England as they regard the Public and the 
Proprietors of Bank Stock.” Ricardo showed his manuscript 
to Malthus in 1815 (Leiters to Malthus, 17th October, 1815, 
pp. 100, 101), and did not convert him all at once.1 Incidentally 
Ricardo agrees with Malthus that ‘‘ on the whole silver would be 
a better standard than gold, particularly if [as in the Plan] 
paper only were used. All objections against its greater bulk 
would be removed.” James Mill (writes Ricardo to Malthus, 
24th December, 1815) had recommended publication, with the 


1 See Letters to Malthus, p. 167, note, for the eventual conversion, 1820. 
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addition of an Introduction and a division into sections. The 
tract so improved seems to have appeared at the end of January 
1816, some months before the first moving of the Coinage Act, 
which was not passed till 21st June. It seems to have sold well 
(Letters to Malthus, pp. 108, 110, 112). Its conclusions, in the 
shape of a long extract, were duly incorporated in the Principles 
of Political Economy and Taxation when that book reached a 
second edition in 1819. The first had appeared in the spring of 
1817, and had a bare hint of the Plan (p. 507). The second had 
“ nothing new in it, as I have not had the courage to recast it,” 
the author writes to J. B. Say, 11th January, 1820 (see Letters 
to Malthus, p. 166). But it certainly lays more emphasis on the 
Plan. 

The proposal in the tract of 1816 is more specific than in the 
Appendix of 1811, £3 17s. being suggested as the purchase price 
for gold at the Bank and not less than 20 ounces to be taken 
or given. The figures are arbitrary—“ only to elucidate the 
principle’ (Economical and Secure Currency, 3rd ed., p. 26; 
Works, p. 216). There are some additional arguments. The 
Plan would save loss by friction (3rd ed., p. 31; Works, p. 407). 
It may be applied to either gold or silver, whichever is the de 
jacto standard; silver is preferable, as steadier in its value (3rd 
ed., p. 21; Works, p. 403). The Bank should have the option 
in which metal to pay (ib. 27; 405). ‘‘ While a standard is used, 
we are subject to only such a variation in the value of money as 
the standard itself is subject to; but against such variation there 
is no possible remedy ”’ (1b. 19; 402). It is a delusion to believe 
that we can measure by “ the mass of commodities ”’ without a 
specific standard 1 (7b. 14, 15; 400, 401). 

There is a fresh suggestion; dividend warrants of the National 
Debt might be made legal tender for taxes, to overcome the rush 
for money at the time of quarterly payments (ib. 38 seg.; 411). 
This is merely an extension to Government of an economy familiar 
in the City (ib.). Ricardo is perfectly aware ? of the extent to 
which coin has been already economised* by checks,‘ notes 
and bills (tb. 12, 13; 399). He thinks that the use of the precious 
metals as money was a great step in civilisation, but “‘ it would 


1 Cp. Tabular standard (now Index-number) of Shuckburgh Evelyn, applauded 
by Wheatley. 

2 So even in Bullion tract, Works, p. 282, “ daily improvements.” Cf. 358, 
where Bosanquet is justly praised for his description of them. 

3 Because of this, he says, we cannot judge of redundancy of notes by absolute 
amounts of issues (Bullion, Works, p. 282); one note makes many payments. 

* So spelt in England then, as in America now. 
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be another improvement to banish them again ”’ in our times of 
greater enlightenment (ib. 24, 25; 404). But there are times 
when credit collapses and money is wanted; if we supply the 
want, especially for the smaller payments, by the cheap medium 
of paper instead of the dear one of gold, we enable the country 
“ to derive all the profit which may be obtained by the productive 
employment of a capital to that amount ” (2b. 32; 407), and we 
avoid the disturbance of the market and the currency. A 
properly supported paper currency leaves the bullion market 
unaffected (ib. 11, 13; 399, 400). 

Ricardo was a witness before the Commons Select Committee 
on the Usury Laws on 30th April, 1818. As we might expect, 
he was on principle against those laws, and thought, besides, 
they were evaded on all hands, the real market rate disregarding 
them. Asked what was his criterion of the market rate (Qu. 43), 
he found it in “ the prices of public securities and the facility of 
raising money for short periods,” but not in the price of Govern- 
ment securities, where political uncertainties entered (44). Ex- 
chequer bills were a better criterion (46). Discounts were not so 
good, because of the Usury laws (47). Suppose, however, the case 
where interest is below the legal rate ; ‘‘ the discount given on a bill 
is a very good criterion of the market rate of interest” (48). ‘‘ The 
market rate of interest for money depends on the proportion 
between the [claims of the] borrower and the lender of capital 
without reference to the quantity or value of the currency by 
which the transactions of the country are carried on” (53). 

The existence of the Usury laws may explain why the Bank 
Rate as a controller of the demand for gold does not figure in 
these discussions of a century ago. The Bank might not (though 
Government might) go beyond 5 per cent. There is a bare men- 
tion of discounts of bills in Economical and Secure Currency 
(3rd ed., p. 38; Works, p. 310). We are not in the atmosphere 
of the modern City of London. 

In a letter to MacCulloch (7th April, 1819, p. 22) Ricardo says 
his Plan “ might have slumbered or have been forgotten ” but 
for an article of MacCulloch’s in the Edinburgh Review (of De- 
cember 1818) which said more in its favour than its own author 
had been able to say. This was polite exaggeration; but when 
Secret Committees of both Houses inquired into the ‘‘ expediency 
of the Resumption of Cash Payments at the Period now fixed 
by Law,” viz. 5th of July, 1819, Ricardo, now M.P. for Port- 
arlington, was a principal witness and his Plan was well known 
to all concerned. He was twice before the Lords’ Committee 
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(24th and 26th March). In a proceeding by question and answer 
we might look for the raciness of a Platonic dialogue in contrast 
with the dry seriousness of a treatise on Political Economy. 
There is not much playfulness; Ricardo still talks like a book. 
The questions may sometimes have been collusive. We have 
not, as in the Bullion inquiry of 1810, the advantage of knowing 
the questioners; we can see-for ourselves that they are con- 
stantly changing. But (to say nothing of Peel, Canning, and 
Mackintosh) Grenfell and Huskisson were there;1 and were 
likely to bring out the strength of the Plan by leading questions. 

Among the witnesses, Alexander Baring came out frankly 
for the whole Plan; Tooke and Thornton accepted it with 
reservations. 

A brief memorandum ? had been circulated among the Com- 
mittee giving the proposal in the following six heads: 

“1. That the Bank should be subjected to the Delivery of 
uncoined Gold or Silver at the Mint Standard and Price, in 
Exchange for their Notes, instead of the Delivery of Coin. 

“2. That the Bank should also be obliged to give their 
Paper in Exchange for Standard Gold or Silver, at fixed Prices, 
taken somewhat below the Mint Price. 

“3. That the Quantity of Gold or Silver to be so demanded 
in Exchange for Paper at the Bank, and the Quantity to be so 
sold to the Bank, should be limited, not to go below a fixed 
Amount. 

“4, That the most perfect Liberty should be given at the 
same Time to export and import every Description of Bullion. 

“5. That the Mint should continue open to the Public for 
the Coinage of Gold Money. 

“6. That the same Privilege of paying Notes in Bullion 
should either be extended to the Country Banks, or that the 
Bank of England Notes (their Value being thus secured) should 
be made a legal Tender.” 

Ricardo’s evidence is a commentary on this text. He would 
“ give the Bank the option of paying its notes on demand in 
gold bullion or in coin at the Mint price of £3 17s. 103d., at the 
same time requiring of them to purchase standard gold at the 
price of £3 17s. 6d. to any extent (reprint of 1844, p. 186, Qu. and 
Ans. 21). Asked why this is better than simple resumption, he 


1 The list is in Ann. Register, 1819, p. [33]. 

2 See Baring’s evidence, p. 131 (of reprint 1844) 10th March, Question 167. 
See also ex-Director Haldimand’s version of the Plan in Appendix G4, p. 427, 
of reprint 1844. 














288 THE ECONOMIC JOURNAL [SEPT. 


says, “‘it would exempt the Bank from providing a quantity of 
gold neccssary to replace all the smaller notes which are now 
circulated in London and the Country. Secondly, it would 
obtain for the Bank, and therefore for the Nation, all the advan- 
tages which a capital equal to the amount of all the small notes 
would produce” (tb., Qu. and Ans. 22). “I would limit the 
obligation on the part of the Bank to notes of £50, £60, or £600 
value, or to a number of small notes amounting in the whole 
to such a sum. The object I have in view is to regulate the 
value of currency by having an effective control over its quantity. 
I have no preference for any sums I have stated, provided they 
may not be too small” (tb. 23). 

The requirement (he says) as to purchase of gold is not essential 
to the Plan; the purchase might be left to Government or the 
Mint; but his own plan is more economical, even of time (ib. 
24, Qu. 30), and it makes gold coin unnecessary. “ The object 
of my Plan would be most completely effected by there being 
no gold coin in circulation’ (ib. 29). Asked what the saving 
would be as compared with simple resumption, he admitted 
there would be as much saving if the Public continued to use 
small notes for small payments (7b. 25), a very uncertain contin- 
gency. “If the Bank were to limit their circulation till they 
had raised the value of their notes to an equality with the value 
of bullion, it would perhaps be necessary or they might think 
it prudent to provide a sufficient quantity of coin against the 
extreme case of their being called upon to replace all the small 
circulation of the town and country with coin, if Cash Payments 
be resumed on the old Plan. On my Plan no such provision of 
either coin or bullion to replace small notes would be necessary. 
In the first case [simple resumption], an amount of fifteen 
millions might probably be required, merely for the purpose of 
answering the smaller notes, and a further reserve of coin for 
larger notes (ib. 27). According to his own plan, “a reserve of 
three millions would under good management be amply sufficient 
upon a supposition of twenty-four millions of Bank of England 
notes in circulation ” (7b. 28). 

The answer to Question 35 is really an emphatic assent to 
the Coinage Act and the final adoption of gold monometallism 
in the English system of currency. He had (as has been said) 
once favoured silver monometallism, but now frankly recants. 
* My only reason for preferring one metal to another is its being 
less variable in value. I had at one time thought silver would 
be less variable; but, having heard that machinery is particu- 
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larly applicable to the working of silver mines and cannot be 
applied 1 to increase the quantity of gold, I now think that gold 
is the more invariable metal ” (ib. 36). But if it had been desired, 
his Plan could have been worked out with silver as the standard 
(ib. 42). 

Asked (ib. 45) if the Mint (7. e. the Government and not the 
Bank) would not be the better agent for the supply of gold coin 
when demanded, the Mint to keep a stock of coin ready, he 
agreed this might be an improvement. 

When the questioner (probably Grenfell) asked if the Bank 
would not gain too much by the resumption of cash payments 
on his Plan, providing fifteen millions less of gold, he answered 
that their gain was also a public gain; to buy gold unnecessarily 
is to waste the goods that buy it; we might as well throw them 
into the sea! The gold would be “a dead stock without 
advantage or profit’ (ib. 56 to 62).? 

The question before the Committee was not abstract; it was 
what should be done then and there. Accordingly the second 
day’s examination (26th March) begins with the question of the 
moment: Is there to be Resumption as early as the date fixed 
by the last act of suspension [28th May, 1818], the 5th of 
July in the current year? Ricardo thinks the way already “ in 
a great degree’ prepared, and the date might be kept (p. 196, 
Qu. 77). But payment of the notes should begin at the market 
price of gold [say four pounds in paper for an ounce of standard 
gold], and come down, by stated steps of 6d. at stated periods, 
to the Mint price of £3 17s. 103d. (Qu.*78, 119). What the witness 
most wants to avoid is a relapse of the Bank into over-issues and 
greater depreciation than the present. Once the Bank begins 
with the market price, whether it goes on with the scale or not, 
and whether or not it keeps a fixed relation between the price of 
sale and the price of purchase, we have a security against relapse, 
and an opportunity of parliamentary control. The Bank might 
be allowed to go on faster than the scale, but not to go back at 
all (78, 79, 82, 90, 116, 131). The descent to the Mint price 
might take a year, but might quite well be made in January 
1820 (83). The fall in prices of goods, keeping pace with the 
descending price of gold, would be 4 per cent., by no means the 
greatest change within a space of six months, in our last eight 
years’ experience (81, 84, 124). 

1 A hundred years ago. 


2 There follows an interesting theoretical discussion on Capital and Credit 
(ib. 63-76). So, later, on Speculation (97 sq.). 
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The prices of goods fall quite as soon, from a reduction of 
paper, as the price of gold falls. If the response of both turns 
out to be less in proportion than the reduction of the paper, 
the paper will need a less reduction (124). The effect on present 
trade of the existence of the Committee has been a suspension of 
commercial transactions till the result should be known; this 
suspension is equal to a certain contraction of issues. But 
whether prices will rise or not after the Committee’s decision 
will depend on the nature of that decision (129). What if the 
Bank reduce too far, say by another three millions ?—Bullion 
and goods might then fall 8 or 10 per cent.; but such a reduction 
is impossible if the Mint is open and the Bank bound to pay 
notes for gold at £3 17s. 6d. (125). 

Would not the Bank raise the price of bullion [against itself] 
by laying up, as it might conceivably do, a considerable store of 
gold for the day of resumption ?—If the Bank know the true 
principles of currency [as in the Plan] it will see there is no need 
for large purchases (128). So too a run on the Bank, as being 
the only market for bullion at a fixed price, would be “ limited 
by the amount of their notes, because it is with their notes only 
that the bullion could be purchased. The diminution of the 
quantity of bank-notes would increase their value and would 
consequently stop the demand for bullion. In this respect we 
should be in the same situation that we were previous to 1797; 
the only difference would be that we could then demand Coin, 
and now we should demand Bullion; as articles of commerce 
they may be considered as the same” (135). In case of a run, 
“ bullion could be drawn out of the Bank in a shorter space of 
time than an equal amount of coin, as there would be no necessity 
for counting ”’ (136). 

Ricardo admits that there is no system of banking which 
can provide against a panic, and that demands for bullion could 
conceivably come upon the Bank so fast and furiously that 
the safeguard of diminishing the notes could not be adopted 
in time ; but we should be no worse off than in 1797; and there 
would be less eagerness to demand bullion than coin (137, 
138). 

A country which adopts the new Plan is pro tanto richer than 
one which does not (92). The question is asked, however, 
whether, if all or most countries adopted it, there would not be 
a less demand for bullion all over the world, and therefore a 
lower value of the currency, and therefore a range of higher 
prices. Ricardo thinks that at first the value of gold would be 
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lowered as stated, but not ultimately, for its value depends on 
its cost, and that is unaffected by the Plan (93). 

We may close the Evidence at this point. It will be noted 
that the only order followed in the questions seems to have been 
the order in which the questioners caught the chairman’s eye. 

Ricardo had converted the Committee. Their second report 
proposes his Plan with very few changes.1 The resumption is 
to be in bullion, on 1st December, 1819, or at latest 1st February, 
1820. The notes to be so paid must amount to not less than the 
value of 60 ounces standard, on a scale beginning with £4 ls. 
per oz., descending on Ist November, 1820, to £3 19s. 6d., not 
again to be raised, and to the Mint price £3 17s. 103d. on Ist May, 
1821, though then in amounts equal to at least 30 ounces. For 
two years after this last date, the payment is to be in bullion 
only; and Parliament is to give the Bank a year’s notice, on a 
date not sooner than Ist May, 1822, when it requires payment to 
be in coin. The Committee recommend the Plan as a temporary 
measure, as, in fact, the best present means for restoring the 
currency to its old standard of metallic value at least as soon as 
the dates given (p. 20). They speak hesitatingly about the future 
of small notes, in respect of their liability to be counterfeited 
(p. 21). They recommend the repeal of the laws against melting 
and exportation of coin. They ‘see no ground to apprehend 
that the present regulations respecting the Silver coinage, so 
long as such silver coin shall not be a legal tender beyond the 
amount of forty shillings and the Mint shall not be open to the 
public for the coinage of that metal, will oppose any obstacle to 
the successful execution of the Plan which they have ventured 
to recommend” (23). 

Peel moved ? the Resolutions for Resumption in accordance 
with this report; and, with some changes, they were duly 
embodied in a Bill, and passed into law on 2nd July, 1819. The 
parts of the text most important for our present purpose will be 
found below.* The changes are for the most part in the direction 
of leniency. Payments in bullion of £4 ls. are to begin in October 
1820 instead of February, and payments at the Mint price on 
May 1823 instead of May 1821. The Committee’s steps are kept; 
but the limit of amount is made 60 throughout instead of 60 
for the first two and 30 ounces for the last step. 


1 See below, Appendix I. 
2 On 24th May, in the speech which defined the Pound as a certain weight of 


gold bullion. See Smart’s Economic Annals, p. 679, 1910. 
3 Appendix II. 
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The Plan was adopted as a useful brake before Resumption.} 
To Ricardo it was much more: “I never wish to see any other 
[than a paper system instead of coin] established in this country ”’ 
(To Sinclair in Letters to Trower, 11th May, 1820, p. 110). Sheffield 
hears that there is general bewilderment, especially in the West 
of England; for himself he thinks that not one person in ten 
thousand will comprehend the new measure (Life of Colchester, 
Vol. III. p. 77, date 19th May, 1819). Tooke says in his Letter 
to Grenville,? 1829, that between the passing of the Act and 
August 1820 “ not one of the ingots provided by the Bank and 
which the holders of bank-notes were entitled to demand at the 
rate of £4 2s. per ounce [sic] was called for as a matter of business, 
although it is said that one or two were applied for as a matter 
of curiosity.” He believes “ Peel’s Bill’? was wholly inoperative 
in producing a contraction of the paper circulation. Yet the 
Bank itself had not been entirely unfavourable.* In a “ repre- 
sentation ’’ addressed to the Chancellor of the Exchequer on 20th 
May, 1819 (printed as an Appendix to Ricardo’s tract On Pro- 
tection to Agriculture, 1822), the Directors deal fairly with the 
whole measure, including the Ingot Plan, and remind the Govern- 
ment that they “ have already submitted to the House of Lords 
the expediency of the Bank paying its notes in bullion at the 
market price of the day with a view of seeing how far favourable 
commercial balances may operate in restoring the former order 
of things, of which they might take advantage; and with a 
similar view they have proposed that Government should repay 
the Bank a considerable part of the sums that have been advanced 
upon Exchequer bills.” (R.’s Works, p. 496.) There is no sign 
that they did not give the Plan a fair trial. What they disliked 
was the new responsibility (as they thought it) thrown on them 
to take care of the national currency and deal in bullion when 
they conceived their ‘‘ peculiar and appropriate duty ” to be 
the management of their Banking establishment and the National 
Debt (ib.). 

Ricardo had reckoned the Act “the triumph of science 
and truth in the great councils of the Nation,” and his satisfac- 
tion (Letter to Trower, July 8, 1819, p. 78) was increased by the 
course of the bullion market and exchanges. ‘‘ Gold is, I believe, 
at £3 18s. per ounce, silver at the Mint price, and the exchanges 
very nearly at par. The best friends of the measures lately 


1 Second Report of Committee, pp. 15, 16. 

2 On the Effects ascribed to the Resumption of Cash Payments on the value of 
the Currency (Murray), 1829, pp. 8, 15. 

3 Compare Colchester, l.c., p. 76. 
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adopted could not have anticipated less pressure than what has 
been hitherto experienced.” ‘Our opponents, including Lauder- 
dale, can only say we have had great good luck and it cannot 
last” (1b.). “I do not deny that the public has suffered much 
pressure from the limitation of circulation,” but this had begun 
before the meeting of the Committee. (To Sinclair as supra, 
110). ‘‘ It was without any legislation that the currency from 1813 
to 1819 became an increased value [sic] and within 5 per cent. 
of the value of gold; it was in this state of things and not with a 
currency depreciated 30 per cent. that I advised a recurrence 
to the old standard” (To Wheatley, 18th September, 1821, in 
the Letters to Trower, p. 160). ‘‘ Every ill which befalls the country 
is by some ascribed to Peel’s Bill, and Peel’s Bill is as invariably 
ascribed to me. The whole fall in the value of corn and cattle 
is by such persons said to be merely nominal; these things, they 
say, have not in fact fallen—it is money which has risen; they 
will not hear of a variation in the value of money of 10 per cent., 
which I am very willing to allow them, nor will they listen to my 
defence of myself against their unjust accusation. I proposed 
a scheme by the adoption of which there would not have been a 
demand for one ounce of gold, either on the part of the Bank 
or of anyone else, and another is adopted by which both the 
Bank and individuals are obliged to demand a great quantity 
of gold, and I am held responsible for the consequences. If I 
had been a bank director, and had had the management of this 
currency question, I maintain that I could have reverted to a 
metallic standard by raising money (only) 5 per cent.; I do not 
say that having a metallic standard I could protect it from the 
usual fluctuations to which standards have at all times been 
subject ” (To Trower, 11th December, 1821, pp. 168-9.). 

The Tract On Protection to Agriculture, written early in 1822, 
after the author had himself sat on an Agricultural Committee, 
contains a section (V.) where he makes his public and probably 
best known defence (Works, p. 455 seq.) : ‘‘ On the Effect pro- 
duced on the Price of Corn by Mr. Peel’s Bill for restoring the 
Ancient Standard.” He gives a full sketch of the fortunes of 
the Plan, with less than his usual urbanity. He makes light of 
the Bank’s fear of forgeries as an excuse for its proceedings in 
1821; and he agrees with Tooke in thinking the said proceedings 
have added 5 per cent. to the value of the currency, making what 
we should now call an “ appreciation” of 10 instead of 5 per 
cent. to be faced on Resumption (468-71, cf. 490-1). 

In private he was by turns calm and angry. “If Cobbett’s 
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recommendation [‘ There is absolutely no safety but in hoard- 
ing ’] should again endanger the safety of the Bank of England 
in consequence of an extensive practice of hoarding sovereigns, 
which I by no means apprehend, it might become necessary to 
adopt the Ingot Plan of payment once more. I should, how- 
ever, be very sorry if the present system were not persevered in 
as long as it was practicable.”” Huskisson’s influence will be 
good (To Trower, 5th March, 1822, p. 182). 

To MacCulloch he had written on the subject at greater 
length, for MacCulloch had taken up his cause much more warmly 
than his other correspondents. He writes to MacCulloch on 
8th May, 1819,! that the Committee had changed his Plan (1) 
in assigning the bars to the Mint instead of the Bank, (2) in 
fixing the Resumption in 1823 instead of 1820. ‘‘ Perhaps in 
both instances they have done right, for, the Bank persisting 
in the most determined opposition to them, they were under 
the necessity of having the bullion stamped that it might 
be legally called money of a large denomination, and that the 
Bank might not raise a clamour against them for having imposed 
upon that corporation the obligation of paying in bullion, from 
which they said their charter protected them.” They had 
also to encounter popular prejudice. It is possible if the Plan 
works well for the next five years that the Bank themselves will 
be in favour of it as a permanent system. On 22nd June, 1819,? 
he writes again to MacCulloch. “ There is a disposition among 
many of the best informed of the two Committees to adopt my 
Plan of currency as a permanent regulation,” but they think it 
will have better support after a few years’ trial. Ricardo agrees ; 
and only objects to the Bill just passed because it will oblige 
the Bank to buy gold and prepare for payments in coin that 
may never be necessary. Later, in the letter of 3rd January, 
1822,° he refers to the charge of Cobbett and others that he had 
wrongly described the effects of the Resumption as only altering 
prices 4 or 5 per cent. They forget he was speaking of his own 
Plan, which would not have called for the use of gold; as it is, 
the Bank have made large purchases, and so made it harder 
to effect Resumption. We “had a right to expect that the Bank 
would make no preparation for specie payments till 1822, one 
year before the period fixed; and I for one flattered myself that, 
if from 1819 to 1822 it were found that the system of bullion 
payments was a safe and easy one, specie payments would be still 
further deferred; but the Bank had strong prejudices against 


1 Letters to MacCulloch, p. 27. 2 Lc. pp. 30, 31. 1... E19, 
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the Plan, and immediately commenced purchasing bullion and 
coining money, and were absolutely forced to come to the legisla- 
ture for permission last year to pay in specie, as they had accu- 
mulated a large quantity of coin.” Parliament could hardly 
deny them, for the mischief had been done. Tooke! quotes 
the remark of a bank director that the Bank was quite passive, 
simply taking what was brought to it. 

Parliament did not refuse. - By the Act of 7th May, 1821, 
“making further provision for the gradual resumption of pay- 
ments in cash by the Bank of England,” the Bank was allowed 
to pay in coin or in ingots as it pleased. Payment in ingots or 
bars of 60 ounces was permitted till the lst day of May, 1823. 
To all intents the bars and ingots pass out of the currency 
system, unless it be in the credit entry of the Issue Department, 
“Gold coin and bullion.” 

The Bank resumed cash payments in 1821, beginning with 
the One Pound and Two Pound notes, which the Plan would not 
have made payable in metal at all. 

MacCulloch writes in his article ‘‘ Money ” in the Supplement 
to the Encyclopedia Britannica,’ that it was just those small 
notes that wrecked the scheme; they were poorly designed and 
engraved, therefore casily forged. ‘In practice Mr. Ricardo’s 
plan worked extremely well. While the over-issue of paper 
was effectually prevented, only a very few bars were demanded 
from the Bank, and it was generally supposed that, instead of 
its operation being thus prematurely checked [by the proceed- 
ings of the Bank in 1821], it would have been rendered perpetual, 
and the farther circulation of gold coins prevented.” 

It is not clear why the temptation to forgery should be in- 
creased by this new kind of inconvertibility ; forgery had increased 
under Restriction in any case (MacCulloch, /.c., 510). Ricardo 
writes to Trower on 2nd March, 1821: “I am sorry that no 
security can be found against the forging of bank-notes; the 
recalling of the one-pound notes cannot fail to enhance the value 
of the currency.” As a matter of fact the Society of Arts had 
held an inquiry of experts on the Forgery of Bank Notes, in 
1819, the very year of Peel’s Act. Its Report declared the 
feasibility of almost unforgeable notes (Report, Adelphi, 1819, 
p. 10), such as the Irish notes had indeed proved to be (Resump- 

1 Tooke, Prices, ii. 100, 108. 

2 See Appendix III. to this article. The privilege of Legal Tender was not 
expressly given till 1833. See infra (Appendix IV.). 


3 Supplement (to the 4th and 5th eds.), publ. 1822. See Letters to Malthus, 
p. 125. The quotations here are from the reissue of 1824, Vol. V. pp. 508-512. 











296 THE ECONOMIC JOURNAL [SEPT. 


tion Committee, Second Report, p. 21). Lauderdale’s view that 
the Plan might tempt to the forging of silver coin was not taken 
very seriously in view of the limit of 40s. (Lauderdale, Protests 
of the Lords, 1819, p. 16), any more than a later fancy (1826) 
that the substitution of sovereigns for small notes would increase 
highway robbery. 

Yet MacCulloch (Suppl. 510) plainly considers that it was 
the forgery that arrested the Plan; he points to the general belief 
that forgery could best be prevented by the suppression of the 
Bank’s small notes. He would himself be content if the Bank 
took care to improve its notes : ‘‘ If this were done and the notes 
of the country banks made payable in Bank of England paper, 
and the paper of the Bank of England in gold bars exclusively, 
the issue of gold coin would be quite superfluous.” 2 But neither 
in 1821 nor in 1826 was the public sufficiently educated to think 
of bars as part of their system of currency. 

The judgment of Professor Foxwell, the most learned of our 
living authorities on currency, is that “ much grave currency 
trouble might have been spared to our own times if the Bank had 
given a more favourable consideration to the currency proposals 
of Alexander Baring and Ricardo. But here again the directors 
might plead that they were hardly free agents; the political 
situation was dominated by Cobbett, whose hostility to the scheme 
is well known.” ® 

Cobbett (Pol. Reg., May 20, 1820, addressed to Baring) 
writes tauntingly: ‘‘ You intended to make bullion-payments 
perpetual instead of coin, a plan of your Honourable Friend, 
Mr. Ricardo, for which the country was infinitely indebted to 
him ” (p. 693). “ All that it can do is to make the misery per- 
petual. That is all” (699). ‘‘ Your project is essentially a per- 
petual paper-project ” (ibid.). “ You disclaim the honour of 
having invented this scheme, and generously ascribe it to your 
Honourable Friend, Mr. Ricardo,” the author of “ another plan ” 

to pay off the Debt, disliked by Cobbett (700). 

The Bank, though not a representative institution, was no 
doubt too often inclined to follow where it ought to have led; 
but it might be thought more sensitive to the opinion of the 


1 Thirty Years’ Peace (1849), I. 362 (Book II. ch. viii.). See Malachi 
Malagrowther Letter II. on the Act of 1826. 

2 Edinburgh Review, “ Fluctuations in the Supply and Value of Money,” 
February 1826, p. 290. The authorship is assumed. 

8 Preface to Andreades’ History of the Bank of England (King, 1909), p. xxii. 
The History makes bare mention of the Plan, pp. 238, 239. 
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City than of the unenfranchised multitude which Cobbett 
professed to lead. 

The Plan did not at least founder on details. Yet whether 
the limit (60 ounces) was too low is a question of detail 
that comes near to being a question of principle; the aim 
of the Plan is to avoid small payments. MacCulloch thinks 
500 or even 1000 ounces should have been the limit. The whole 
demand would then have been from “ the bullion merchants, a 
class of men remarkable for their shrewdness and generally 
possessed of large capitals” (Encycl. Brit., lc. p. 509). This 
would have confirmed the view of Mr. Page (Evidence before 
Resumption Committee, p. 158), that the Plan left the rich with 
the gold and the poor with the silver. Mr. J. L. Goldsmid, of 
Mocatta and Goldsmid (Evidence, p. 258), says that the usual bars 
of silver are of £150 value, of gold £700. There is little regard paid 
by the Committees either of 1810 or of 1819 to “ industrial uses,” 
for which bars would usually be smaller. The commonest size 
in the twentieth century would be from 800 to 500 ounces for 
international business; Refineries could produce them at any 
size wanted for industry. 

It is unfortunate but not surprising that neither at the Bank 
nor at the Royal Mint nor at the British Museum is there any 
sample of the Ricardian bars. Sixty ounces of gold, with no 
“artistic merit ” superadded, are a costly curiosity. 

The Ingot Plan still remains to be tried as Ricardo drafted it. 
In his posthumous “ Plan for the Establishment of a National 
Bank,” 1824, his 12th Regulation provides that the State Com- 
missioners (who in the scheme are an Issue Department, entirely 
superseding the Bank) shall at all times give notes for amounts 
of gold over 100 ounces at £3 17s. 6d., and sell gold at £3 17s. 9d., 
increasing their issues when the price inclines to £3 17s. 6d. and 
lessening them when it inclines to £3 17s. 9d. The transactions 
would be very few. There ought to be a store of gold “ occasionally 
to correct the exchanges with foreign countries, by the exportation 
of gold as well as by the reduction of the amount of paper ” 
(Works, pp. 508, 510, 511). The 13th regulation obliges the 
Commissioners to pay their notes on demand in gold coin (p. 511). 
London is to control the provinces, where there is to be no 
obligation to pay gold except through London and at the pur- 
chaser’s expense (p. 510). ‘‘ If the circulation of London should 
be redundant, it will show itself by the increased price of bullion 
and the fall in the foreign exchanges, precisely as a redundancy 


is now shown,” and the remedy is, as now, a reduction in the notes, 
No. 131.—VoL. xxxuI. x 
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either “ by the sale of Exchequer bills in the market and the 
cancelling of the paper money which is obtained for them, or by 
giving gold in exchange for the paper, cancelling the paper as 
before and exporting the gold.” The exporting will be done 
through the merchants, “who never fail to find gold the most 
profitable remittance when the paper money is redundant.” 
In the contrary case, when London has too small a circulation, 
the remedy is either to buy Government securities with new notes, 
or to import gold bullion with new notes, created ad hoc, this last 
again through the merchants, “‘ as gold never fails to be a profit- 
able article of import when the amount of currency is deficient ” 
(tb. p. 512). 

Ricardo seems to confess that the English fondness for gold 
coin has been too strong for him. In his ideal Bank, coin is 
reduced to a minimum, but it is still there ; and the ingots are not 
what they were even in 1819. They left no successors. Such 
makeshifts as the Californian ingots or the rough gold pieces of 
Trinidad, British Columbia, or Adelaide are no parallel. They 
are at the bottom of the scale, not at the top of it.1_ They 
represent a half-grown coinage, not something higher than coinage 
itself. Ricardo had no idea of making his ingots masquerade as 
coins, ‘‘ money of a larger denomination,” in the common meaning 
of the words. His complete Plan was to be the euthanasia of 
metal currency. 

There was never a total oblivion of the Plan. Laudatur 
et alget. John Fullarton (Regulation of the Currency, 1844) 
speaks of it with respect, though he thinks his own on the same 
lines is better. He fancies in civil war or invasion the Plan would 
leave us ‘“ without any valuable currency whatever ” (l.c. 219). 
But Ricardo did not propose to send all gold out of the country. 
Andrew Coventry, speaking before the Royal Society of Edin- 
burgh in January 1870 on “‘A Method of Economising our Cur- 
rency,”® did not indeed adopt the Plan simpliciter as his method, 
but illustrated his own by means of Ricardo’s, and suggested 
that “bars of 20 sovereigns’ weight and upwards might safely 
supplant sovereigns altogether, and then all gold coinage 
would cease, to the great profit of the country.” “It is not 
new to propose the use of gold bars. We owe it to Mr. 
Ricardo.” 

Professor Marshall’s Symmetallism, expounded before the 

1 Sycee silver ingots and trade bars are indeed not used in mere default of 


coin; but they are not part of a system of money. 
* Pamphlet, Edinburgh, Douglas, 1870, pp. 5, 6, 10 
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Gold and Silver Commission 16th January, 1888,! was expressly 
based on Ricardo’s Economical and Secure Currency. Bimetal- 
lists? had suggested legal tender coins composed of an amalgam 
of gold and silver. Professor Marshall would have paper cur- 
rency exchangeable not for gold but for gold and silver, and not 
for coins but in Ricardian fashion for ingots. One Pound in paper 
would be exchanged for 56} (instead of 113) grains of gold and a 
fixed number, say 20 ounces, of silver to make up the other half 
of the equivalent, the weight being best stated in grammes as 
internationally familiar. A gold bar of 100 grammes [say 3} 
ounces] would be paired with a silver bar of 2000 [say 70 ounces]. 
The currency of the country would then consist of notes on this 
metallic basis; and the reason of the case is pithily put: ‘ In 
modern times the judge is not required to be a strong man; 
all that is necessary is that he should represent force ”’ (Evidence, 
1888, p. 23, Ans. 9841). 

But since 1888 political and industrial changes have made 
even this higher form of bimetallism unlikely of acceptance. 
It cannot dispense with adjustments at discretion of the authori- 
ties; and these are always suspect. Ricardo’s monometallic 
plan has the merit of simplicity. For that and other reasons it 
appeared to meet the special currency difficulties of the trade 
between England and India; and a new (if it be a new) school 
of currency has arisen from the attempt to fit the Plan to this 
particular case of what Professor Marshall would probably call 
a quasi-foreign trade. 

A consistent adhesion to the Ingot Plan would lay the founda- 
tions for the Gold Exchange Standard, implicit in it. Mr. A. M. 
Lindsay (of the Bank of Bengal) from 1876 onwards pleaded for 
this Standard. He spoke of it in one tract as ‘“ Ricardo’s 
Exchange Remedy ” (1892). In his scheme, notes are to be 
“ reconvertible not into gold in the shape of coins but into ingots 
on demand at the same rate ” to be used in the trade between 
England and India (A Gold Standard without a Gold Coinage in 
England and India, Edinburgh, Douglas, 1879, p. 12). Early 
in the twentieth century the Gold Exchange Standard was power- 
fully advocated by a group of young economists: Kemmerer, 
Keynes, Findlay Shirras, Hawtrey. They revived the Ingot Plan ; 
and the War revived the vanishing importance of paper money, 


1 See also his Money Credit and Commerce (1923, pp. 64-67), where much of 


the text of the Evidence is reprinted. 
2 As long ago as Steuart, Pol. Ec., Vol. V. p. 11, who rejects the idea as too 


philosophical ! 
x2 
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by introducing the Treasury as a new Issue Department, dispensing 
an immense note circulation. In the winding up of the Treasury 
notes Ricardo’s help, a century after his death, may be of some 
use, for our problems are still his problems, with their factors 
much magnified. The English people in the mass are better 
instructed economically than a hundred years ago; and this 
time they may prove to have been really weaned from their 
fondness for gold coins, and a dear currency. 


J. Bonar 


APPENDIX I 


THE PLAN AS GIVEN BY THE RESUMPTION COMMITTEE, 1819, IN ITs 
SEeconD REPORT 


(Reprint, 1844, pp. 18-20.) 


In order to bring before the view of the House with more distinct- 
ness the whole of the Plan which the Committee beg leave to recom- 
mend to their consideration, they will state shortly the different parts 
of which it consists : 

1. That provision should be made by Parliament for a repayment 
of the Debt of Government to the Bank to a considerable amount, 
and that a part of that repayment should take place some time ante- 
cedent to the first period which may be fixed for the commencement 
of bullion payments by the Bank; 

2. That from and after the Ist of Dec. 1819, or at latest the 
Ist of January 1820, the Bank of England shall be required to pay 
its notes in gold bullion duly assayed and stamped in His Majesty’s 
Mint, if demanded, in sums of not less than the value of 60 ounces, 
at the price of £4 ls. per ounce of standard bullion; that on the Ist 
of Nov. 1820, or at such other period as may be fixed, the price 
shall be reduced to £3 19s. 6d. unless the Bank shall have previously 
reduced it to that rate, it being always understood that the price, 
when once lowered, shall not again be raised by the Bank; and that 
on the Ist of May 1821, the Bank shall pay its notes, if demanded, in 
gold bullion, in sums of not less than the value of 30 ounces, at the 
price of £3 17s. 103d. per ounce of standard bullion. 

3. That a weekly account of the average amount of notes in circula- 
tion during the preceding week shall be transmitted to the Privy 
Council, and a quarterly account of the average amount of notes in 
circulation during the preceding quarter shall be published in the 
London Gazette. 

4. That for two years, from and after the Ist of May 1821, the 
Bank shall pay its notes in gold bullion only at the Mint price; and 
that whenever Parliament shall think proper to require the Bank to 
pay its notes in coin, notice thereof shall be given to the Bank one 
year beforehand, such notice not to be given before the Ist of May 
1822. 

Should Parliament think proper to adopt this Plan for the regula- 
tion of the Bank of England, it is evident that provisions must be 
made for applying the same principle to the Bank of Ireland. 
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APPENDIX II 
Resumption Act, 1819 


(Statutes at large, Vol. 25, 57 Geo. III. to 59 Geo. III., 1819, Geo. III. 
pp. 725-729.) 


Caput 49. An Act to continue the restrictions contained in several 
Acts on payments in cash by the Bank of England until the Ist day 
of May 1823, and to provide for the gradual resumption of such 
payments; and to permit the exportation of gold and silver. [2nd 
July 1819.] 

I. Whereas an Act was passed in the Parliament of Great 
Britain in the 37th year of the reign of His present Majesty, 
caput 45, intituled An Act for confirming and continuing for a 
limited time the Restriction contained in the Minute of Council 
of the 26th of Feb. 1797 on payments of Cash by the Bank, 
which Act was continued under certain regulations and restric- 
tions by another Act made in the said Parliament (c. 91.) ... 
(other Acts enumerated). 

And, whereas it is expedient that the restrictions on pay- 
ments in Cash by the said Bank should be continued beyond 
the time to which such restrictions are at present limited and 
that a definite period should be fixed for the termination of such 
restrictions and that preparatory measures should be taken with 
a view to facilitate and ensure on the arrival of that period the 
payment of the promissory notes of the Bank of England in 
the Legal Coin of the Realm, be it therefore enacted . . . (that 
the present several provisions be continued to Ist May [1823] 
and thereafter cease and determine). 








II. Provided always and be it further enacted that at any Between Feb. 1 
time on or after the Ist day of Feb. 1820 and before the Ist Rank shall pay’ 
day of Oct. 1820, whenever any person shall tender to the Governor i” standard gold 


and Company of the Bank of England any Note or Notes of the dered to an 
said Governor and Company payable on demand to an amount fmoupt net less 
not less than the Price or Value of 60 ounces of gold, calculated pln de pg tay 
at the rate of £4 1s. for every ounce of gold, and shall require fate of £4 1s. per 
such note or notes to be paid in standard gold, the Governor °¥%° 

and Company of the said Bank of England shall upon demand pay 

and deliver to the person tendering such notes such quantity of 

gold of the fineness declared by law to be the standard of and 

for the lawful gold coin of the realm, the same having been first 

assayed and stamped at His Majesty’s Mint in London, as shall 

at the said rate of £4 1s. for every ounce of such gold be equal 

to the Amount of the Notes so presented for payment. 

III. Provided also and be it further enacted that at any time Between Oct. 1 
on or after the Ist day of Oct. 1820 and before the Ist day of j§21° poe yp th 
May 1821, whenever any person shall tender to the Governor eer aytigew Hi 
and Company of the Bank of England any Note or Notes of the caiculated after 
said Governor and Company payable on demand to an amount {8°,73t¢,9f oie 
not less than the Price or Value of 60 ounces of gold calculated ounce. 
after the rate of £3 19s. 6d. for every ounce of gold and shall 
require such Note or Notes to be paid in standard gold, the 
Governor and Company of the said Bank of England shall upon 
demand pay and deliver to the said person tendering such notes 
such quantity of gold of the fineness declared by law to be the 











Between May 1, 
1821, and May 1, 
1823, such pay- 
ments shall be 
made in gold 
calculated after 
the rate of 

£3 17s. 104d. 


But the Bank 
may between 
Feb. 1, and 
Oct. 1, 1820, 
make payments 
at any rate less 
than £4 1s., and 
not less than 

£3 19s. 6d. per 
ounce; and 
between Oct. 1, 
1820, and May 1, 
1821, may pay 
at a rate less 
than £3 19s. 6d. 
and not less than 
£3 178. 104d. 


Such payments 
may be made in 
ingots of 60 
ounces, 


Fractional sums 
under 40s. to be 
paid in silver 
coin. 


Bank may pay 
in coin on or 
after May 21 
[sic], 1822. 


Bank to deliver 
to Privy Council 
weekly accounts 
of average 
amount of their 
notes in circula- 
tion, and also 
take and pub- 
lish in the 
London Gazette 
as Quarterly 
Account, 
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standard of and for the lawful coin of the realm, the same having 
been first assayed and stamped at His Majesty’s Mint in London, 
as shall at the said rate of £3 19s. 6d. for every ounce of such gold 
be equal to the Amount of Notes so presented for payment. 

IV. Text, mutatis mutandis, as for III. 


V. And be it further enacted that it shall and may be lawful 
for the Governor and Company of the said Bank of England at 
any time between the said Ist day of Feb. 1820 and the said 
Ist day of Oct. 1820 to nay and deliver to any person who shall 
present Notes of the said Governor and Company of the said 
Bank such quantity of gold, of such fineness as aforesaid and 
assayed and stamped as aforesaid, as shall be equal to the Amount 
of the Notes so presented at any rate less than £4 ls. and not 
less than £3 19s. 6d. for every ounce of such gold; and in like 
manner at any time between the Ist day of Oct. 1820 and the 
Ist day of May 1821 to pay and deliver such gold at any rate 
less than £3 19s. 6d. and not less than £3 17s. 103d. for every 
ounce of such gold; provided always that the Governor and Com- 
pany of the said Bank of England shall give three days’ notice in 
the London Gazette of their intention to make such payments 
after such rates, specifying the rates at which such payments 
shall be made, and provided also that it shall not be lawful for 
the Governor and Company of the said Bank of England, at any 
time after making such payments at the rates mentioned in any 
such notice, to pay or deliver any such gold at a rate higher than 
the rate mentioned in any such notice; anything in this Act to the 
contrary notwithstanding. 

VI. Provided also and be it enacted that the Governor and 
Council of the Bank of England shall not be required or compelled 
to pay or deliver any such gold except in Ingots or Bars of the 
weight of 60 ounces each assayed and stamped as aforesaid ; 
anything herein before contained to the contrary notwith- 
standing. 

VII. Provided also and be it enacted that it shall and may 
be lawful for the Governor and Company of the said Bank of 
England to pay any fraction less than 40s. of any sum so de- 
manded above the value of 60 ounces in the lawful silver coin 
of the realm. 

VIII. Provided also and be it further enacted that the Governor 
and Company of the Bank of England if they shall see fit may at 
any time on or after the Ist day of May 1822 pay or exchange 
the lawful coin of the realm for any note or notes of the said 
Governor and Company payable on demand; any provisions 
in the said before-recited Acts or in this Act to the Contrary not- 
withstanding. 

IX. [Sufficiently given in the margin. 
that “bills” are included with notes.] 


It may be remarked 
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X. ‘“‘ And whereas the laws now in force against melting and 
exporting the gold and silver coin of the realm have been found 
ineffectual and it is expedient that the tiéaffic in gold and silver 
bullion should be unrestrained,” ? be it therefore enacted that from 
and after the passing of this Act it shall and may be lawful for 
any person or persons to export the gold or silver coin of the 
realm to parts beyond the sea and also to melt the gold or silver 
coin of the realm and to manufacture or export or otherwise 
dispose of the gold or silver bullion produced thereby; and no 
person who shall export or melt such gold or silver coin or who 
shall manufacture export or dispose of such bullion shall be 
subject to any restriction forfeiture pain penalty incapacity or 
disability whatever for or in respect of such melting manufacturing 
or exporting the same respectively} anything in any Act or Acts 
in force in Great Britain or Ireland to the contrary thereof in 
anv wise notwithstanding. 

[XI. repeals old Acts on the subject. XII and XIII continue 
such parts of the Acts against counterfeiting and clipping as do 
not involve the unlawfulness of making bullion from coin.] 

P. 962, caput 99 (12th July 1819) applies the Act to Ireland mutatis 
mutandis. The dates are to be at least a month later. The Gazette 
is to be the Dublin Gazette; the assay is to be of the Assay Office, 
Dublin, or at the Mint, London. ‘Essentials are preserved, with some 
little differences in order of sections. 


APPENDIX III 
Act oF Resumption, 1821 
(Statutes at large, Vol. 26, Ist and 2nd Geo. IV. pp. 319, 320.) 


Caput 26. An Act for making further provision for the gradual 
resumption of payments in cash by the Bank of England. (7th May 
1821.) 

[Section I. recites the Act of 1819, IV. and VIII., and goes on 
to say: that from and after Ist May 1821 the Bank may pay in the 
current and lawful coin of the realm, if they shall see fit, “‘ any pro- 
visions in the said recited Act or any Act of Parliament therein recited 
or in this present Act to the contrary notwithstanding.” 

Margin : “ Bank of England may pay notes, etc., in coin.”’] 

II. Provided always and be it further enacted that in all cases 
where the Governor and Company of the Bank of England shall 
propose or offer to pay any Note or Notes of the said Governor 
and Company, or any other debt or demand whatsoever, in the 
current and lawful coin of the realm, it shall not be competent 
to the bearer or bearers of such note or notes or to the person 
or persons to whom any such debt or demand shall be due or 
payable to demand payment thereof in ingots or bars of gold as 
directed and provided by the so recited Act, anything in the said 
recited Act contained to the contrary notwithstanding. 


1 Inverted commas in original. 
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III. Provided also and be it further enacted that nothing in 
this Act contained shall extend or be construed to extend to 
deprive the bearer or bearers of any note or notes of the said 
Governor and Company payable on demand, and which the 
said Governor and Company shall not propose or offer to pay 
on demand in the current and lawful coin of the realm, to demand 
and require payment thereof at any time before the Ist day of 
May 1823 in ingots or bars of standard gold of 60 ounces each, 
calculated after the rate of £3 17s. 103d. for every ounce of gold, 
as directed and provided by the said recited Act, anything herein 
contained to the contrary thereof in any wise notwithstanding. 

[IV. repeals part of XIII. of Act of 1819, as to clippings. 
V. gives Bank option of paying its own [larger] notes in one.pound 
notes or sovereigns as desired. 
Margin: ‘Bank may pay in One Pound Notes or in Gold.”’] 
Act 1821, caput 27, extends the above (mutatis mutandis) to 
Ireland. 


APPENDIX IV 
Act oF 1833 


(Statutes at large, 8rd and 4th Wm. IV. to 5th and 6th Wm. IV., 
Vol. 32, pp. 502-5.) 


Caput 98. An Act for giving to the Corporation of the Governor 
and Company of the Bank of England certain privileges for a limited 
period under certain conditions (29th Aug. 1838). 

VI. Be it further enacted that from and after the Ist day 
of August 1834, unless and until Parliament shall otherwise 
direct, a Tender of a Note or Notes of the Governor and Company 
of the Bank of England expressed to be payable to Bearer on 
demand shall be a legal Tender to the amount expressed in such 
Note or Notes and shall be taken to be valid as a Tender to such 
amount for all sums above £5 on all occasions on which any 
Tender of Money may be legally made, so long as the Bank of 
England shall continue to pay on Demand their said Notes in 
legal Coin: Provided always that no such Note or Notes shall 
be deemed a legal Tender Payment by the Governor and Company 
of the Bank of England or any Branch Bank of the said Governor 
and Company; but the said Governor and Company are not to 
become liable or to be required to pay and satisfy at any Branch 
Bank of the said Governor and Company any Note or Notes 
of the said Governor and Company, not made specially payable 
at such Branch Bank, but the said Governor and Company shall 
be liable to pay and satisfy at the Bank of England in London 
all Notes of the said Governor and Company or of any Branch 
thereof. 

P. 503 [VII. Bills not having more than 3 months to run shall 
not be subject to Usury laws. ] 


TOM. ee 

















THE CONTROLLING FACTOR IN TRADE CYCLES ! 


IntRopucToRY NOTE 


At the Fourth Session of the International Labour Conference 
held at Geneva in the autumn of 1922, a resolution was adopted 
to the effect that the International Labour Office should be 
instructed to make “a special study of the problem of crises 
of unemployment, their recurrence, and the fluctuations of 
economic activity,’ with a view to combating the effects of these 
phenomena. During the discussion of this resolution the hope 
was expressed that the inquiry to be undertaken would reveal 
precise points which might subsequently be referred to a competent 
international body? for solution and definite action. Judging 
from the temper of the Conference, there can be no doubt that if 
it were possible to secure a general consensus of opinion on any 
measure or measures capable of eliminating the causes of trade 
depressions, the whole moral weight of the International Labour 
Organisation, comprising more than fifty States in its membership, 
would be exercised in securing the universal application of such 
measures. 

The time is therefore ripe for all competent judges to make 
their voices heard and to express their convictions with regard 
to practical methods for reducing the intensity of depressions in 
trade. For only by securing a consensus of authoritative opinion 
will it be possible to achieve that unity and universality of action 
which are essential to the solution of a world-wide problem. 

The skeleton theory of trade cycles given in the pages which 
follow is an initial attempt to present in its strongest light the 
solution which secures more agreement than any other : the urgency 
of regulating the rate and range of price movements. It has 
been found impossible to exclude controversial matter entirely, 
but it is felt that in its broad lines and conclusions the theory 
represents the opinions expressed by the majority of writers in 
recent times. The description of the various phases of the trade 
cycle follows fairly closely the observations of Professor Mitchell. 

1 This paper is summarised from a fuller version. 


2 The competent international body might, for instance, be the conference 
of central banks envisaged in the resolutions of the Genoa Financial Commission. 
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Ideas have also been drawn from many other sources in order to 
account for the movements observed. Responsibility for the 
proposed measures whereby the conclusions may be applied can 
only be laid at the door of the present writer (as far as he is aware). 
They will hardly be such as to secure general agreement, and, 
in fact, that is not their purpose. It is merely hoped that the 
ideas contained may serve to stimulate further discussion directed 
in the most useful channels; for the international aspect of the 
practical problem is undoubtedly the subject which deserves the 
greatest attention. 

The main purpose of the outline given below is therefore to 
concentrate attention on those points which have already secured 
wide acceptance. Arising out of these points of agreement, there 
are practical issues which, in the interests of human welfare, 
merit the most serious attention; and there is every encourage- 
ment to believe that a strong movement is already afoot to seek 
out the solution for these practical difficulties. It is in the hope 
of adding some small stimulus to this movement that the argument 
contained in the following pages is being advanced for criticism. 


I.—TueE SuccessivE FEATURES OF THE TRADE CYCLE 


1. The Change from Falling to Rising Prices. 

No two trade cycles are alike in either cause or effect. In the 
case of that part of the cycle which is marked by a change from 
falling to rising prices, the revival of trade which accompanies 
this movement may be attributed to any one or any group of a 
large series of factors. A study of economic writings for the last 
fifty years shows that explanations of this recovery of prices and 
of trade have ranged over colonial expansion, good harvests, 
war, new discoveries, increased gold supplies, and, indeed, all 
circumstances which tend to stimulate demand or to draw greater 
purchasing power into the market. Since, however, it is here 
intended to consider the problem as far as possible without refer- 
ence to extraordinary circumstances, an attempt will be made to 
show that the turn in the course of prices can and frequently does 
happen without the introduction of any of the particular influences 
mentioned above. 

To anticipate in some measure the argument at the end of 
this section, where a more detailed account is given of the 
depression, it is found at the beginning of this phase of a trade 
cycle that the market is flooded with quantities of goods which 
fail to be absorbed by effective demand. This state of affairs 
continues, though to a diminishing extent, throughout the period 
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of the depression. For, although the volume of goods is gradually 
reduced and their prices fall, there is a simultaneous fall in effective 
demand through the reduction of incomes and wages. Moreover, 
stocks are continually being thrown on to the market through 
enforced liquidations. 

Owing to the continued existence of a supply of goods exceed- 
ing the purchasing capacity of the community, prices are thrown 
very much below the level at which they would stand under 
ordinary conditions of production and consumption. Even 
when the stage is reached at which prices have fallen to their 
lowest level, there still remains on the market a supply of goods 
which is more than adequate to meet effective demand. Thus, 
so-called “rock-bottom ” prices are not economic prices, and 
frequently do not permit of sufficient profit being made to maintain 
a firm in solvency. Such a state of affairs obviously cannot 
continue. Through the gradual reduction of surplus stocks and 
the exclusion from the market of marginal producers, a stage is 
reached at which the remaining firms can once again restore 
prices to their natural level, 7.e., where equilibrium is found 
between demand and supply. It will be seen therefore that the 
initial recovery of prices may be due merely to reaction from 
uneconomic conditions obtaining during the period of depression. 

Other reasons may be adduced which also have no connection 
with extraordinary circumstances. As the depression advances 
the rate of fall of prices gradually diminishes. Business men and 
private persons who had been postponing their purchasing with 
a view to securing better prices later, find that there is no longer 
any advantage to be gained thereby; moreover, they are unable 
to postpone their buying indefinitely, owing to the gradual 
exhaustion of the reserve of private and industrial stocks which 
they had accumulated during the boom. Thus the voluntary 
cessation of purchasing becomes gradually less effective as the 
depression advances. 

Fixed nominal incomes and salaries carry greater purchasing 
power at the lower price level, and therefore increase the effective- 
ness of demand. Finally, the money market is favourable to the 
revival of trade. Bank accommodation is cheap and private 
investors are anxious to get their savings placed. 

It will be shown later that almost all movements in industry 
tend to be cumulative. Good fortune breeds better fortune, 
and distress greater distress. The present instance is one in 
which a slight improvement gives birth to definite recovery. 


1 The number of failures tends to increase as the depression advances. 
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The evidence which Professor Mitchell brings to bear on this 
particular phase of the subject shows that of the five trade cycles 
covered by his observations only one instance could be quoted 
of the recovery of prices being due to causes other than those 
inherent in the phenomenon itself.1_ In all the remaining cases 
the movement was undisturbed and gradual, and might well have 
been attributed to causes such as those enumerated above. 

Another interesting observation made by Professor Mitchell 
in his survey of business cycles ? is that, in many cases, after the 
initial rise, prices tend to be comparatively stable over a con- 
siderable period. The explanation for this appears to be that 
once prices have recovered to a level which will enable a reasonable 
margin of profit to be made, a series of conditions becomes 
operative which would tend both to render a further advance 
unnecessary from the producer’s point of view and also to cause 
the market to react unfavourably against such a rise. For, 
although the revival of trade is marked by a gradual increase in 
demand, there is no difficulty in meeting this new demand with 
the labour, plant, and raw materials immediately available. 
Supply therefore responds freely to demand and under conditions 
of intense competition between producers. Moreover, for the 
time being, there is a general tendency to increasing returns; for 
each increase of output the costs are less per unit. The permanent 
staff becomes more fully employed, and all available machinery 
is gradually brought into action; the economies of dealing in 
bulk come into play, and there is a general reduction per unit 
of output for all overhead charges, including accounting, upkeep 
of premises, legal advice, advertisement, etc. Bank accommoda- 
tion is cheap; wages are low and usually remain constant until 
unemployment is reduced to a comparatively low level in the 
more advanced stages of the revival. Thus there is little or no 
excuse for manufacturers or retailers to put up prices. On the 
other hand, in view of the keen competition between them for 
markets and the fact that consumers have learnt the habit during 
the long depression of picking out the most advantageous quota- 
tions and of changing their custom if necessary, the conditions 
are not normally favourable to a rise in prices. 

It is of the highest importance to note, however, that in spite 
of the comparative stability of prices the revival of trade con- 
tinues, and that there is apparently no reason why industry should 
not reach a very high level of efficiency without the stimulus of 


1 Business Cycles (p. 453), by Wesley Clair Mitchell: University of California 
Press, 1913. 2 Ibid., pp. 457-458. 
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rising prices. In addition to the factors already enumerated 
which make for continuous recovery, there are two further highly 
cumulative causes which are effective through the whole period 
of revival. 

The first of these causes arises out of the nature of industry 
itself, the intimate relation between the different units of pro- 
ductive organisation considered both in the horizontal and 
vertical sense. Although the revival of trade takes place simul- 
taneously in many industries, it might be advisable to follow 
the diffusion of business activity which arises from the recovery 
of one industry alone, say that of railway transport. In the first 
place, any additional demand for rails or rolling stock will immedi- 
ately be reflected in increased activity in the iron and steel trade, 
in upholstery, cabinet-making, the timber industry, etc. Greater 
development in railway service will entail larger supplies of coal, 
and will also invoive the employment of more workers for all 
functions on the permanent way and in the repair shops. This 
general increase of employment in the railway transport industry 
and in all trades dependent on it will react, through wages, on the 
demand for almost every kind of consumable goods, and will 
increase employment in the trades producing these goods. The 
revival is thus immediately spread, vertically, over all supply 
services, and, horizontally, over associated and dependent trades. 

What is true of the one industry cited is equally true of all 
others. Trades and processes are so interrelated that any 
stimulus to one is immediately reflected in those industrially 
and locally dependent on it, and this is gradually diffused through- 
out the whole of industrial organisation. Moreover, this diffusion 
is cumulative in effect; revival of trade spells greater employ- 
ment, which in turn is accompanied by an increase in the real 
wages and incomes of the community; this finds expression in a 
further stimulus to effective demand and therefore in greater 
employment. Thus a complete cumulative ring is formed which, 
acting alone, would gradually draw industry back to full activity. 

However, there is a second factor which can be considered 
to operate throughout the period of rising activity; that is, the 
development of the spirit of business optimism. During the 
depression all leaders of industry have been anxiously scanning 
the times for signs of revival. Enterprise has been continuously 
restrained, until at last there has appeared some small evidence 
of healthier prospects. But from this period onwards there is 
ever present in the mind of each entrepreneur the question whether 
or not to undertake a certain business risk; and on the decision 
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made, the importance of which is proportionate to the number of 
thousands of industrial captains in the world and the forces at 
their command, depends the whole future movement of industry. 
Now, the human or psychological element is the most important 
of all in determining the decision. A man is swayed by his 
financial journal, by the success or failure of his competitor, 
by the opinions of those with whom he transacts his daily business, 
by everything, in fact, which combines to form what might be 
termed the trade atmosphere. Each one gains his inspiration 
from it and each contributes his own quota. 

If the spirit of business optimism may thus be considered a 
factor in determining the course of industry, it must equally be 
regarded as a cumulative force. If the revival of hope turns the 
tables in favour of enterprise, such enterprise will give rise to 
additional demand, which, when universalised, will justify each 
original risk. This serves to reinforce business confidence still 
more and to stimulate still further enterprise. 

This second cumulative circle, composed of business confidence, 
enterprise, and increased demand, links up with the one previously 
described of increased employment, wages, and demand, thus 
forming a powerful combination capable of leading to the fullest 
employment of all the factors of production. 

It is of the highest importance for the conclusions of this 
theory (Section II) that general agreement should be secured 
on the possibility of efficiency in production reaching almost a 
maximum without the stimulus of a rapid rise in prices. 

The course of the trade cycle has thus far been traced to a 
point at which the labour and materials immediately available 
for production are largely absorbed, yet without entailing any 
very marked rise in the course of prices. It is felt necessary, 
again, to draw particular attention to the point reached as being 
of the utmost importance for the conclusions of this theory. For 
the development of industrial activity beyond this point, under 
existing currency conditions, almost inevitably entails a rise of 
prices increasing in rapidity and introduces into the trade boom 
those unhealthy elements which are largely responsible for the 
depression to follow. It is at this point, where unemployment has 
fallen to an average of about 2} to 3 per cent., and where 
industry has reached a high level of efficiency without as yet 
causing a rapid rise in prices, that any measures for the control 
of the trade cycle should be introduced. One remedy proposed 
in the conclusion to this outline is that of the restraint of currency 
expansion. If such a measure were approved, it would be at this 
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particular point! in the development of trade that its application 
would give the most satisfactory results. 

2. The Development of a Rapid Rise in Prices. 

Although the stage may have been reached at which it becomes 
difficult to absorb more labour from the market, the will to launch 
further enterprise is by no means diminished thereby. It has 
been shown how business confidence and trade develop side by 
side, growing ever stronger as time advances ; thus, when prospects 
are healthier than they have been for years, and when the market 
is greedy for goods, the problem of labour shortage is hardly 
considered. It continues to be in the interests of every entre- 
preneur to compete for as large a share as possible of available 
labour and of the product of labour. 

It would be well to follow out the manner in which this 
condition of shortage reacts on prices. Consider, for example, 
the case of a mine-owner who is pressed on all sides to deliver 
more and more of his product. A point is reached when all his 
reserve stocks are exhausted and all the labour available in the 
neighbourhood of the mine is absorbed, so that it becomes 
impossible to increase output sufficiently to meet the rising demand. 
The mine-owner naturally takes advantage of the situation to 
raise the price of his commodity, and this price is reflected in the 
costs of all units of production down to the retailer and the 
final consumer. It thus constitutes an important factor in raising 
wholesale and retail prices. 

When this condition of shortage is general, the tendency to 
rising prices will also be general, and will continue to be so for 
as long as banks are willing to extend loans to entrepreneurs so 
that they may bid against each other for the limited quantity of 
materials available. 

For many reasons, to be explained later, the general rise of 
prices does not tend to reduce demand. One reason might be 
noted at this stage. To take the example of the mine-owner once 
again, it should be observed that the increased purchasing 
power,? whereby the miner’s customers are enabled to pay the 
additional price of his commodity, is transferred into the pockets 
of the direction and employees of the mine. It immediately comes 


1 The definition of the point referred to would naturally be somewhat 
arbitrary. It would probably be best defined by means of the unemployment 
index, say, the point at which employment reaches 97 or 974 per cent., varying 
according to the country. 

2 Purchasing power may be increased by greater efficiency of currency, by 
transfers from deposit to current accounts, or by a general extension of the 
period recognised for private credit between traders, but principally through 
the increase of bank accommodation. 
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back on the market as an increase of purchasing power against 
consumable and capital goods. If this situation may be con- 
sidered general throughout the whole of industry, it will be seen 
that the purchasing power in the hands of the final consumer 
increases simultaneously with the costs of production, and that 
the consumer is therefore able to pay the additional price which the 
higher costs entail. 

That this is the case becomes more evident from a study of 
the reaction between prices and wages.1_ It has been observed 
in the past that during the earlier part of the period of rising 
prosperity the wage lag is more pronounced than at the end. 
In fact, wages often continue to decline when prices are recovering, 
a state of affairs which may be largely due to the weakening of 
the workers’ bargaining power as a result of protracted unemploy- 
ment. The earlier increases of wages during the upward move- 
ment of prices may be considered therefore as necessary adjust- 
ments to meet the higher costs of living, their effect being merely 
to prevent demand from falling seriously. If demand is increased 
during this period, it is as a result of the absorption of more labour 
and the working of longer hours. Later, however, the wage lag 
becomes gradually less, and in certain of the more powerfully 
organised industries may be quite eliminated. As trade improves, 
the unemployed and less efficient section of the community is 
absorbed; old men and boys are engaged; and longer hours are 
worked and remunerated at higher rates. During this process 
a stage is reached when each addition to the total nominal wages 
of the community fails to yield a corresponding increase of output. 

There are other factors which contribute to this tendency 
to decreasing returns. Considerable outlay is provided for 
capital expenditure, the product of which is realised only after 
several months or even years. Luxury and welfare expenditure 
is increased and management tends to become slack. 

As this process continues, it will be seen that for every 
additional dose of purchasing power drawn into the market to 
support the costs of wages, management, and capital renewal, 
there is a gradually diminishing return of goods immediately 
available to meet this purchasing power. As this tendency 
increases, the rate of rise of prices tends also to increase. 

As far as the relation between wages and prices is concerned, 
the upward movement is cumulative. When the machinery for 
raising wages is working efficiently, every rise in the index number 
is followed by an addition to wages, which is reflected both in 


1 The term ‘‘ wages ” is intended to cover remuneration for all kinds of work. 
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consumers’ demand and costs of production. This gives a further 
stimulus to rising prices, again followed by wages in an unending 
circle. 

It would seem that the gradual loss of economy resulting from 
the tendencies described above would make serious inroads into 
profits. This effect is, however, largely offset by the fact that 
the volume of trade is exceptionally high, so that the slight loss 
through diminishing economy is compensated by a large turn- 
over. Moreover, as the rate of rise of prices increases, it confers 
an additional bonus on the producer, for costs are incurred when 
prices are comparatively low, and the product is sold later when 
the level is higher. It seems fairly safe to say that, as the boom 
advances, nominal profits continue to rise and give the appearance 
of increased prosperity; and that, although real profits may fa! 
slightly relatively to turnover, the absolute total is not seriously 
diminished. In any event there remains for the average industry 
such a wide margin of profit as to cause business men to redouble 
their efforts in order to take full advantage of this condition of 
affairs whilst it lasts. 

By the fact of its rendering profit-making so comparatively 
easy, the upward movement of prices is thus a most powerful 
stimulus to industry. It spurs all business men to greater 
activity, to increase their turnover and their plant, and to launch 
new enterprise. It arouses the ambitions of others previously 
not engaged in business, giving birth to numerous new under- 
takings. Every additional effort immediately reacts on demand 
and helps to force up prices still further. Again the rise of prices 
reacts on industry and encourages still greater enterprise. 

Rising prices may therefore be considered to create two sets 
of cumulative forces. On the one hand, there is the reaction 
between prices and wages, and, on the other, the stimulus given 
to enterprise through the growth of profits. Working together 
these factors tend to maintain industry in a state of high activity. 
This, however, is only at the cost of a continual rise in the level 
of prices. 

Some consideration has already been given to business confi- 
dence and its relation to industrial activity. It should be noted 
here how the spirit of optimism is not only reinforced but is unduly 
exaggerated by a rapid rise in prices. The business prophet can 

1 This constitutes no argument against the raising of wages. It is, however, 
a strong argument against allowing prices to rise rapidly; and particularly is 
it a strong condemnation of any currency system which permits of the extension 
of purchasing power beyond a point at which it becomes impossible to increase 


production by a corresponding amount. 
No. 131.—vou. xxx1I. Y 
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only base his judgment on past and current events. The fact 
that prices have been rising probably for two or three years and 
that at the moment of making the decision they are rising more 
rapidly than ever is sufficient indication for the majority that the 
period of good fortune is not at anend. The minority who may 
at least have some historical knowledge of business cycles may 
appreciate the fact that prices cannot rise for ever, and that when 
they stop they will stop suddenly; but their knowledge is too 
indefinite to weigh heavily in the balance against the unprece- 
dented good fortune which they and all around them are enjoying at 
the moment.! Even if authoritative warning could be given two 
or three months before the cessation of rising prices, this would 
not avoid the effects of faulty judgment in cases where an estimate 
has to be made for three months or three years to come. 

It will be seen therefore that by the very nature of the rise 
in prices, gradual in the beginning and slowly developing greater 
and greater rapidity, it contains psychological elements capable 
of producing a spirit of business optimism far in excess of what is 
justifiable. This continued upward movement, so rosy in promise, 
contains an insidious and unseen threat, for it sows the seeds of 
all the conditions which intensify the depression, the piling up 
of stocks and the contraction of currency which inevitably follows 
the over-strain. The more rapid and extensive the rise, the worse 
will be the results on the depression to follow. It is easily seen 
that this is the case as regards over-expansion of currency, which 
brings in its train a corresponding contraction; but it may be 
advisable to explain at greater length the effect of rapidly rising 
prices on the accumulation of stocks. 

In this connection it must again be noted that all production 
is carried on with a view to realisation by sale at some future 
date. There is therefore every advantage to be gained by buying 
large stocks of the materials necessary for production at a period 
when prices are comparatively low. When a rise in price is 
anticipated, purchases of materials will therefore tend to increase ; 
and as this movement of price accelerates, the stimulus to purchas- 
ing for stock will be increasingly enhanced. If the rise becomes 
so rapid that it is profitable merely to hold goods in store for 
future sale, manufacturers will be tempted, not only to lay in 
stores for production, but also to hold up the goods which they 

1 It is possible that in the future it will be possible to forecast the turn of 
the tide with some degree of accuracy. Any forecast which is considered authori- 
tative by a large section of the business community will not be without its influence 


on the trend of industrial activity, and may tend to reduce the number of unwise 
adventures undertaken during a boom. 
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have manufactured for sale at a later date. The tendency is 
therefore for retailers, merchants, and manufacturers alike to 
increase their holdings of materials for production and of goods 
for sale. As far as the merchant class is concerned, the situation 
is frequently aggravated by the accession of numbers of new 
speculators to the ranks of middlemen. 

There can be no doubt also that the continued upward move- 
ment of prices stimulates private purchasing. In the first place, 
there is a general tendency to buy in anticipation of higher prices. 
Secondly, a boom in trade increases the purchasing power of the 
majority of the community. Thirdly, it usually causes a redistri- 
bution of wealth, which in turn is accompanied by competition 
for high social standards in the fortunate section of the community, 
and a struggle on the part of the remainder to maintain their 
existing standards. The total result is a very considerable 
enhancement of demand for consumable goods. 

This accumulation of both private and business reserves 
resultant on a rapid increase in the price level tends to aggravate 
the depression to follow in two ways. In the first place, it swells 
demand to a point much in excess of the actual demand of the 
final consumer, and thus leads to an unduly optimistic view of 
the present and future state of the market. It also means that 
when the depression commences, current needs can be supplied 
largely from stock and that the factors of production, including 
labour, therefore remain inactive. 

In the second place, the absorption of goods for stock tends 
to aggravate the artificial appearance of shortage and to force 
up prices. It constitutes an additional strain on credit facilities, 
any over-strain being reflected in a corresponding contraction 
during the depression. 

It has been necessary to some extent to anticipate the explana- 
tion of conditions obtaining during a depression in showing 
the deleterious effect of rising prices as reflected in the period 
of distress which follows. This effect will be much more evident 
when the latter period is taken more fully into consideration. 
Since the principal remedy suggested in this survey of business 
cycles is the restriction of currency with a view to reducing the 
rapidity of price movements, it is found necessary to show at every 
stage the true significance of such rapid movement for the 
progress of industry viewed in its widest aspect. 

3. Stringency of Currency. 

1 Throughout this essay the term “ currency ” is intended to cover all forms 


of purchasing media. 
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In view of the formidable list of cumulative factors, all of 
which tend to force up the level of prices and to urge on the wheels 
of industry, it would seem that any force capable of putting 
an end to the activity thus generated must be extremely efficient 
if not drastic in character. One such check is known and its 
efficiency is generally recognised by all. There are many others 
suggested, but the nature and extent of their influence are not 
sufficiently established by the consensus of economic opinion 
to make it possible to include them in this brief survey. The 
one condition capable, in the opinion of the majority, of nullifying 
the effects of all the factors enumerated above is that of currency 
stringency. 

It is obvious that during any period of rising costs and growing 
trade an increasing supply of accommodation will be necessary 
to enable firms to meet their expenses. Purchasing power 
may be expanded through the increased efficiency of the existing 
fund of currency, through the general lengthening of the period 
recognised for private credit between traders, through transfers 
from deposit to current accounts, or through an increase in the 
amount of book transfers, a kind of “ invisible’ medium of 
exchange familiar to brokers. Although these methods must be 
taken fully into account when considering the extent to which 
the purchasing power of the community may be enlarged, it 
must be agreed that by themselves they admit of only a limited 
power of expansion. 

In general, industry may be considered to be financed partly 
out of the savings of the people and partly through the expansion 
of bank loans.1 As the volume of trade increases and prices 
rise, the demand for both forms of accommodation increases ; 
and since these both supply the same form of demand and are 
to some extent interchangeable, the price which one commands 
moves in sympathy with that of the other. Thus, as the boom 
advances, both the rate of interest and the bank rate for loans 
continue to rise. 

When the stage is reached at which it becomes dangerous 
for banks to increase their loans further in view of the dwindling 
of the reserve ratio, the bank rate is raised and other obstacles 
are placed in the way of borrowing, until it becomes impossible 
or unprofitable for a number of clients to borrow further. At 


1 It is not suggested here that an increase in savings is an increase in pur- 
chasing power, for it merely constitutes a change in the direction of spending. 
On the other hand, the extension of loans by banks constitutes the principal 
means of increasing the total amount of purchasing power available. 
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the same time, the rise in the rate of interest renders the floating 
of loans in the market increasingly unprofitable. 

Sooner or later, therefore, if prices and costs continue to rise, 
the limit of expansion of purchasing power will be reached. 
Although this limit is not clearly defined, it is none the less 
effective. If analogies were not dangerous in argument, one might 
liken the limit to an elastic band: the more it is stretched the 
greater the pressure it exerts towards contraction. When the 
point is reached at which the limit becomes effective, 7. e., when 
purchasing power can, under existing circumstances, be expanded 
no further, it will be seen that there can be no further addition 
to the volume of trade (unless there is a fall in the level of prices) 
and no further rise in prices (unless there is a reduction in the 
volume of trade). Broadly speaking, if it is impossible to secure 
purchasing power it is impossible to buy. Trade must therefore 
be restrained by the restriction of currency. 

For all those who accept the Quantity Theory of Money in 
any form, this solution is obvious. At the period in question, 
the volume of goods available against existing purchasing power 
is unprecedentedly high and is increasing as rapidly as the forces 
of production can make it. The efficiency of all forms of cur- 
rency has already reached its utmost limit. Under such circum- 
stances, if the quantity theory holds, the restriction of the volume 
of currency must inevitably lead to the checking of soaring prices. 

It might, however, be advisable to follow out in greater 
detail the reaction of currency restriction on industrial activity, 
and for this purpose it would be well to examine first the effect 
of a high rate of interest. In general, it is the demand for long- 
period loans which is supplied by private investment, and con- 
sequently, when the rate of interest rises, business men have to 
examine this rate in the light of the profits which they are likely 
to be able to make over a long period of time including both 
boom and depression. A rise in the rate of interest acts very 
effectively therefore as a deterrent to new construction and 
capital outlay. It is noticed, in fact, that there is a marked 
decline in constructional trades, and in industries producing 
capital goods, considerably before the end of the boom. 

The reaction of a high bank rate for accommodation on indus- 
trial expansion might best be shown through the experience of 
an individual and typical firm. Generally speaking, businesses 
are apt to use the bank for purposes of financing special projects 
which require short-term credits. During periods of inactivity 
the loans made are comparatively small and show considerable 
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fluctuations from time to time for each firm. However, when 
prices of materials and wages begin to rise the typical firm begins 
to find itself more permanently dependent on the bank, and 
requires continuous credit merely to liquidate current debts 
and the weekly wages bill. With every rise in costs, the balance 
of indebtedness to the bank tends to increase, and every year 
and every quarter marks an addition to the outstanding debt. 
When the bank rate rises so as to become prohibitive, the firm 
can no longer maintain the same rate of expenditure on wages 
and materials. As long as prices of materials and wages continue 
to rise, the firm, with its limited purchasing power, will have to 
reduce its expenditure. The effect of such reduction will be, 
in the first place, a diminution in the demand for the materials 
of production, and in the second place a reduction in the amount 
paid in wages, causing a corresponding fall in consumers’ 
demand. 

Let our typical firm be multiplied now by the thousands of 
which it is the type, and it will be seen that the general restriction 
of currency will be immediately effective in reducing demand 
for all kinds of goods. 

In point of fact, the process of contracting bank accommo- 
dation may follow rather different lines. It is probable that, 
in the beginning, the high rate demanded for interest and dis- 
count induces all firms voluntarily to restrain their demands 
for bank accommodation and private savings. But the banks, 
apart from enhancing the price of their commodity and increasing 
the severity of collateral tests, probably do not begin to dis- 
criminate between their clients until the failure of demand 
diminishes profits and threatens the solvency of certain of the 
weakest producing units. When it is evident, however, that 
some firms have been too sanguine in their estimates of the 
future or are in danger of bankruptcy through the accidents 
of business fortune, the banks may draw the rein on these firms 
alone, treating the remainder with the same liberality as before. 
The result, however, can only be the same as that outlined above, 
a diminution in the demand for producer’s goods and, indirectly, 
for consumable goods. 

The middleman and the retailer are equally involved in the 
difficulty of securing purchasing power. The rising bank rate 
makes the holding of stocks progressively less profitable and 
causes them gradually to reduce the size of their orders to manu- 
facturers. All classes of the community are thus obliged first 
to limit and then to reduce the amount of their purchases. 
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Ultimately, through the failure of demand, the soaring of prices 
is checked. 

It would seem possible, at any moment in the progress of 
a trade boom, to prevent the further upward movement of 
prices solely by restricting currency. The period at which 
it would be advisable to put such a measure into operation, 
and the extent to which it should be applied, are matters which 
may suitably be treated at a later stage. It is desirable first 
to complete the description of the trade cycle. 

4, The Turn of the Tide. 

Although the majority will probably accept the explanation 
given above of one method of checking soaring prices, there are 
many who will wish to inquire why the mere restraint of the up- 
ward movement should necessarily bring in its train the reverse 
movement. Since the explanation is to some extent psychological, 
it might be well to consider again the experience of a single 
typical firm. The condition accepted from the argument in 
the previous section is that through the restriction of currency 
a slight contraction in demand has become evident and that 
prices in general have ceased to rise. In other words, our typical 
firm finds that it is having some difficulty in marketing its wares 
at the price it is demanding, and knows that a large number 
of other firms are experiencing the same trouble. In view of 
the large stocks which have been accumulated in anticipation 
of an active market and rising prices, this check, probably unex- 
pected, gives rise to no small measure of apprehension; and the 
first precaution taken is to reduce, if not to cancel, orders for 
further supplies. (It has indeed been the experience of most 
firms that the first tangible sign of the turn of the tide has been 
the actual cancellation of orders.) Such a falling off in orders 
can only result in the working of short time or in unemployment 
in the earlier supply processes. This leads in turn to a reduction 
in the demand for consumable goods, which only enhances the 
difficulty experienced by retailers in marketing their goods. 
Such a process may continue cumulatively for several weeks or 
even months before its effect is apparent, but the inevitable 
result is a break in prices. 

With the first downward movement, business confidence, on 
which the continuance of trade activity is so dependent, collapses 
entirely... Every unit is faced with the need for liquidating 

1 Failure of business confidence might be due to other causes. A serious 
bank collapse might precipitate a crisis and aggravate its effects. The failure 


of profits for a considerable section of the community, for reasons other than 
those cited above, would cause first a cessation of rising prices and then a general 
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large stocks of goods in a stagnating market and with the threat 
of falling prices. Some firms endeavour to hold up their prices 
as long as possible, but there are others which either from design 
or necessity adopt the policy of sale “‘at any price.” There is 
a general tendency for middlemen, in particular, who have been 
holding out for a rise in prices with the aid of borrowed capital, 
to become panicky and to force their wares on to the shrinking 
market. Once the fall of prices is under way, the rapidity of 
this movement, according to historical evidence, usually exceeds 
that of the rise in prices during the boom, and amounts, in fact, 
to general collapse. 

5. The Depression. 

The reason for the great rapidity in the fall of prices is that 
the forces which make for depression are even more cumulative 
in effect than the factors actuating the boom. 

Unemployment, which may be slight in the beginning, causes 
a fall in demand, which again increases unemployment. Whereas, 
during the upward trend, there is a limit to which men may 
increasingly be employed, on the downward grade there is vir- 
tually no limit to which men may be unemployed. Thus the 
interaction of unemployment and demand can reach greater 
limits than that of employment and demand. 

Just as, during a boom, the rise of prices stimulates purchasing 
in anticipation of future wants, so the fall of prices acts as a 
restraining influence. Both industrial and private consumers 
prefer to subsist on their largely replenished stocks, and to hold 
out as long as possible for a further fall. The more rapid 
the collapse of prices the greater the incentive to postpone 
buying, and the postponement of buying depresses prices still 
further. 

The existence of large reserves for current use constitutes 
perhaps the worst cause of aggravation. Not only does it enable 
private purchasers to refrain from buying for a long period, but 
it almost compels retailers and merchants to cease from further 
ordering; the liquidation of existing stocks presents a task of 
sufficient difficulty without the burden of an additional turnover. 
Thus, until the surpluses which have been amassed during the 
boom have been cleared, it is impossible for current demand to 





fall. It is possible also that any forecast of a change in fortunes would, if it were 
accepted as authoritative by a large section of the business community, hasten 
the coming of this change. Business confidence may, in fact, be considered the 
hub on which all the factors in the trade cycle turn, The community acts 
according to its expectations of the future, and the action taken is almost 
invariably such as to bring about the effect anticipated. 
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strike through to the source of supply and call into play again the 
forces of production. 

With the fall of prices, the realisation of a margin of profit 
becomes increasingly difficult. Existing stocks, manufactured 
at high cost, can only be marketed at a loss; and whereas costs 
in wages, materials and overhead charges remain comparatively 
high for a period, prices are rapidly on the wane. Under these 
conditions, despondency succeeds the reign of business confidence 
and banishes all thought of new development. Economy 
becomes the watchword of the day, “ luxury ” expenditure being 
ruthlessly cut down. The fall of prices thus intensifies the depres- 
sion through the destruction of business confidence. Since this 
in turn diminishes demand, it reacts, cumulatively, on the fall 
of prices. 

As in the case of the boom, the most important practical 
feature for consideration during the depression is the policy of 
the banks. In that these institutions control the community’s 
basic fund of purchasing power, their method of employing 
this essential instrument of commerce during periods when 
purchasing is either excessive or insufficient is of vital interest 
to industry; and the degree of sanity with which the banks 
wield this weapon depends to a large extent on the solidity of 
their own situation. As has been explained above, one feature 
of all business crises in the past has been the existence of a very 
stringent money market, concomitant with a dangerous strain 
on the reserves of the bank. At a time when banks ought to 
have been freest to treat their customers with liberality, they 
themselves have been most encumbered with difficulties, and for 
this reason their policy has frequently been dictated by 
nervous self-interest rather than by the wider interests of 
the community. 

The need for ready money is more urgent during and after 
the crisis than immediately before. For every firm the current 
expenses remain high; the wages bill has to be paid weekly; 
debts are difficult of collection; creditors are clamouring for 
payment; custom has vanished and the turnover has collapsed. 
If, during this period, the banks, anxious to protect their reserves, 
bring pressure to bear on their clients to reduce their borrowings, 
they may compel partial or complete liquidation for those in 
serious difficulty. The result of such action will be twofold. 
By forcing quantities of stocks on to a shrinking market, it will 
depress prices. In the second place, it will directly and indirectly 
increase bankruptcy. The collapse of one or two units will 
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increase the embarrassment of the remainder, partly through 
the depression of prices, partly through the loss of the demand 
previously expressed by the bankrupt firms and their employees, 
and partly through the occurrence of bad debts. 

If it is desirable that banks should discriminate between firms, 
the discrimination should take place as early as possible before 
the crisis so that there may be less need afterwards. The restraint 
of doubtful enterprise should take place at a time when the market 
as a whole is strong, not when all units are beginning to fail. 
Hence, in all instances where banks have previously been pur- 
suing a generous policy they ought, during and after the crisis, 
to be in a position to treat each of their clients with some degree 
of liberality. Their essential duty is to pilot their dependent 
firms through the troubled waters rather than add to their cargo 
of difficulties. 

Needless to say, such a policy is impossible when the situation 
of the banks themselves is precarious. It would hardly seem 
necessary to emphasise the calamitous position which arises 
when the banking system itself collapses. For the insolvency 
of the banks means the temporary insolvency of all firms dependent 
on them. Cheques, which may represent the greater part of the 
currency of the country, are valueless, and there is a premium 
on legal tender. Firms which cannot secure legal tender are 
obliged to cease buying and to turn away their employees. 

Between this extremity of disaster and absolute calm there 
are many possible situations varying in degree of distress. The 
only satisfactory situation, however, is for banks to be entirely 
care-free as to their own reserves during the period of industrial 
strain. Only thus can they hope to discharge unfailingly their 
functions as the mainspring of commerce and industry. 

The formidable array of cumulative factors which have 
been described as intensifying the depression would seem capable 
of bringing industrial ruin in a very short time on the whole 
community. However, there is one important factor which 
limits the intensity which this depression can reach. Wherever 
provision is made for the unemployed, that section of the com- 
munity, although not producing, is still consuming. The real 
wages of the remainder, who continue in employment, are high 
and the demand which they express for consumable goods is 
great in proportion to the amount they produce. Consequently 
the surplus goods which have been stored up during the boom 
are gradually absorbed off the market, and current demand 
begins to strike through again to the sources of production, 
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thus creating more employment. This process increases as the 
reserve stocks are reduced, and with the re-employment of wage- 
earners, demand for consumable goods is further stimulated. 
It will be seen from this argument that there are two factors 
of particular importance in the recovery from a depression : 
the rapidity with which reserve stocks are reduced ; and the extent 
to which the demand of the community is artificially supported. 
Other factors of importance exist, some account of which was given 
at the opening of this section. The description of the business 
cycle is now, however, complete, inasmuch as the tail has been 
linked up with the head. The next matter for consideration is 
therefore the development of some conclusions. 


II.—THE PROBLEM OF CONTROLLING THE TRADE CYCLE 


6. The Remedy. 

In order to discover the remedy which will be most capable 
of alleviating the distress caused by certain phases of a trade 
cycle, it will be necessary to extract from the foregoing summary 
those elements which may be considered to be chiefly respon- 
sible for aggravating the crisis and intensifying the depression ; 
then to estimate how far those elements may with advantage be 
removed by action taken before or after the crisis. 

Let us consider first the effect on conditions during both 
boom and depression of a rapid rise of prices. It has been shown 
that, during the period of intense activity preceding a crisis, 
a rapid upward movement in the price level accentuates the ten- 
dency to purchase in anticipation of higher prices and to store 
up large reserves for future use (Sections II, III). Also the same 
movement, by facilitating the realisation of profits and by its 
psychological effect on the business community, conduces to 
excessive optimism as to the future requirements of the market 
(Section II). It has been shown that the accumulation of 
stocks due to these conditions has the effect of intensifying and 
prolonging the depression (Sections II, V). 

Again, it was seen that the effect of rising prices, which con- 
tinued with cumulative force during the boom, was to cause a 
heavy strain on the money market and to threaten the adequacy 
of bank reserves (Sections III, IV). The outcome of this was that, 
during the crisis and the depression, banks were not free to act 
entirely in the interests of the community and that it became 
essential to contract currency to some extent in order that the 
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financial situation of the banks might be made thoroughly secure 
once again. 

Granted, therefore, that on two very important grounds a 
rapid rise in prices during the active period is most detrimental 
to conditions during the depression, it will be necessary to deter- 
mine whether the means can be found for diminishing the rapidity 
of this movement without at the same time giving rise to serious 
trouble in other directions. 

It would be well to examine in this connection the effect of 
raising the Bank Rate } to a high figure during the early stages 
of a boom, that is to say, as soon as it becomes evident that 
the factors of production, labour in particular, are very fully 
employed, and that any further considerable increase in currency 
will be accompanied by an appreciable rise in prices. 

In the first place, if the restriction of currency through the 
high Bank Rate were very severe it might have the effect described 
in Section III, 7.e., it might bring the period of rising prices 
abruptly to an end, and cause something of the nature of a depres- 
sion. However, since the accumulation of stocks will have been 
small, the depression will be neither serious nor lasting. Also, 
since there arises no cause for anxiety as to the sufficiency of 
bank reserves, there will be nothing to prevent an immediate 
reduction of the Bank Rate to stimulate the revival of trade and 
enterprise. 

However, if the restriction of currency is only severe enough 
to prevent acceleration in the rise of prices, the results will be 
even more beneficial. In the first place, a high rate for bank 
accommodation will restrain the launching of rash enterprise. 
One of the worst features of a boom in trade is that it permits 
the establishment of many new business houses, which are only 
capable of flourishing during abnormally healthy periods. The 
subsequent failure of these concerns serves to intensify the depres- 
sion. Hence, to the extent that it discourages this form of 
activity, a high Bank Rate is most desirable. In the second 
place, the high price of borrowed capital will prevent all firms 
from carrying more stock than is necessary to supply current 
demand. There will be no advantage in holding goods in store, 
because prices are prevented by the policy of restriction from 
rising rapidly enough to offset the interest payable on the capital 


1 The term Bank Rate is used to denote the actual rate at which Banks in 
general will make loans or discount bills in favour of their clients. The term 
Discount Rate is avoided owing to its more special meaning and the fact that 
it is not always effective in controlling the market rate for accommodation. 
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value of the stock. For the same reason, there will be no incen- 
tive to lay in stores of materials of production in anticipation 
of higher prices. In the third place, the rate of interest for private 
savings will rise in sympathy with the Bank Rate for accommo- 
dation, thereby stimulating saving. The demand for consumable 
goods and private purchasing for future requirements will therefore 
also be restrained. ‘ 

If the policy of early restriction of currency may thus be 
considered beneficial by virtue of its preventing the accumulation 
of private and industrial reserves, there is yet a more potent 
argument for its adoption. It has already been pointed out that 
if the restriction of currency has the effect of completely checking 
the rise of prices at an early stage, the situation of the banks 
during the industrial strain and slight depression to follow will 
be one of complete freedom. All banks will be in a position to 
act fully in the interests of the business community, their policy 
being unprejudiced by anxiety for their own solvency. This 
in itself will be a great gain. Where, however, the final check 
occurs at a later period, the gain will be of another order. If 
currency is permitted to expand to the same extent as previously 
though at a slower rate, it follows that the period of rising prices 
and of active trade will be spread out over a longer period. 
Instead of having a brief spell of intense and somewhat irrational 
activity there will be a long period of comparatively sound 
development. 

Such a state of affairs would seem highly desirable from every 
point of view. One result of outstanding importance would 
be the diminution of fluctuations in the cost of living, thus 
reducing the social friction which always accompanies changes 
in prices and in fortunes. Further benefit would accrue from 
greater stability in the relations between creditor and debtor 
and in the value of industrial securities. A complete list of the 
advantages to be gained by restraining the rapidity of price 
movements would be too long for insertion here. However, 
it is hoped that sufficient has been said to show that greater 
restriction of currency may result in either diminishing these 
fluctuations or in stretching them out over longer periods, and 
that in either case the results would be generally beneficial. 

It would seem that if it were possible to control currency 
in such a way as to gain absolute command over the movement 
of prices, the ideal policy would be such as to secure a combina- 
tion of the above two results. It would aim first at maintaining 
as gradual a rise in prices as possible, thus spreading out the 
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period of good fortune, and, secondly, at checking completely 
the expansion of currency considerably before the solvency 
of banks could be considered in jeopardy. If it were possible 
to produce these two effects on a world-wide scale, the world 
depression would be largely freed from its two most disastrous 
features, the need for rapid contraction in the currency, or the 
purchasing power of the community, and the existence of 
unmarketable reserves. 

7. Currency Policy during a Depression. 

It is recognised that various means exist for swelling the 
volume of currency during a depression or, at least, for checking 
the rapidity of contraction. The effect of reducing the rate 
of currency contraction would be to restrain the fall of prices 
and to alleviate the depression temporarily. The problem arises, 
therefore, to what extent should measures, having this effect on 
currency and prices, be adopted during a depression ? 

The criteria on which to base a judgment should not be made 
dependent so much on the rate of fall of prices, as on the amount 
of unemployment this fall is creating, and the extent to which 
it is depressing trade. 

8. The Application of the Remedy. 

In the foregoing section it was demonstrated that the most 
effective method of regulating demand would be through the 
scientific control of the means by which demand finds expression, 
that is to say, through regulating currency. The purposes 
which such regulation was to achieve were briefly as follows : 

1. After industry has recovered a high state of efficiency, 
to reduce to a minimum the rate of rise of prices, without thereby 
precipitating a fall. 

2. To prevent prices from rising and currency from expanding 
to a point at which the adequacy of bank reserves might be threat- 
ened. To avoid the necessity subsequently of rapid contraction 
of currency. 

3. To enable the currency supply of the community to be 
made more easily available to industry during the depression and 
to ensure that this most efficient method of alleviating the strain 
may be used fully in the interests of the community. 

The achievement of these purposes will entail the exercise 
of complete control over the issue of currency, not only nationally 
but internationally. 

From the national point of view, it will necessitate central 
control of the issue of legal tender and an effective means of 
regulating the proportion of bank accommodation which may 
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be granted on the basis of this legal tender. Such control should 
be exercised by a body which represents the general interests 
of the community—neither their political interests nor their 
banking interests as such, but their social interests in the broadest 
sense. 

International collaboration of a most intimate and continuous 
character will also be necessary in order to secure any approach 
to scientific control. Probably a very small number of the most 
powerful States acting alone could control the broad lines of the 
currency policy of the world, but it seems extremely doubtful 
how far they could make their policy effective, for instance, 
in the delicate operation of restraining a rise in prices without 
thereby precipitating a fall, unless they had the co-operation 
of other countries. It must be remembered that, in all phases 
of the trade cycle, business confidence is a feature of central 
importance. This powerful but extremely delicate factor is 
sensitive to influence from any portion of the international 
sphere. If industry were rudely shaken in one country alone, 
the effects might react cumulatively on business confidence over 
the whole world. There would seem no certainty therefore that 
one section of the economic world, even though representing 
the most powerful industrial nations, could protect their currency 
policy from interference by a very small minority. The argument 
for the widest possible international action in currency control 
therefore seems well founded. 

There is little doubt, however, that beneficial, though limited, 
results might be achieved by a single State acting alone. If 
in any country the banks were strong enough to resist the pressure 
of business propaganda and to restrain the issue of currency 
whilst the rest of the world was freely expanding, the tendency 
in that particular country to produce for stock and amass reserves 
would be diminished, and consequently it would not suffer to 
the same degree as others during the depression. To the extent 
that its commercial relations were international, it would not, 
however, be able to escape from the effects of the world depres- 
sion. Hence, if any State desired to make its policy effective 
in controlling industrial conditions within its borders, it would 
need to call into co-operation the other principal industrial States. 

9. An International Organisation for the Control of Currency. 

If it is agreed that the regulation of industrial conditions 
by means of currency control is highly desirable, and that such 
regulation could only be effectively achieved by international 
co-operation, it will be necessary to consider what kind of 
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international body will be most capable of exercising the function 
of control. 

In the first place, the members of such a body will have to 
be in a position to answer for the policy adopted in the country 
they represent. This does not necessarily mean that they will 
be functionaries of the State, for in many cases the State does 
not control the issue of currency except in so far as it prescribes 
legal limitations. This body will also need to be permanent, 
in that it or its executive council will meet at stated intervals, 
which may be reduced at their own option, and that it will require 
a permanent administrative organisation. It would have to be 
empowered to make recommendations to the organisations which 
control the issue of currency in the different countries or to the 
Governments themselves, to the League of Nations or to the 
International Labour Organisation. Its discussions and decisions 
would be secret to the extent that this body considered secrecy 
necessary.1_ Representatives of industrial organisations might 
be admitted to a hearing on questions of general policy. 

Such an organisation would not be an organisation of States 
or of banks as such, but to a large extent an organisation of 
currency controllers, each member of which had the power to 
regulate the issue of a proportion of the world’s currency. It 
seems that once the general lines of policy were agreed upon 
by the general conference of representatives, a small executive, 
comprising the more powerful economic nations could, by action 
in their own countries, and recommendation to the remaining 
Members, direct with accuracy and certainty the currency policy 
of the whole world. 

It is probable that the spirit of internationalism is not suffi- 
ciently developed to admit of such close collaboration between 
units which may still look upon autonomy as the highest gain 
and the greatest security. It should be noted, none the less, 
that the difficulty here is not one of State sovereignty, for in 
many instances it is not the State which wields the power to 
regulate currency. 

10. The Fisher Scheme. 

In view of many difficulties of a practical nature which 
would be encountered in the application of the remedy proposed 
in the preceding pages, it would seem advisable to consider 
alternative schemes which would not require the same degree 
of international collaboration. 


1 It is conceivable, for instance, that secrecy would be necessary to prevent 
speculation from upsetting the purposes of any decision; it is hardly probable 
that the occasion would frequently arise. 
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The Fisher scheme aims at restricting the fluctuation of prices 
through compensatory alterations in the gold content of the 
monetary unit. The change in the gold content could not of 
itself affect prices, though it would set in motion a process which 
would ultimately influence prices in the required direction by 
affecting the nominal value of the reserves held by banks, and by 
increasing the rate of flow of gold to and from these reserves. 
It would oblige banks to use the corrective influence of the bank 
rate more rapidly and more severely than would be necessary if 
there were no alteration of the gold content. 

The rate of flow to or from the mint would be affected in the 
following ways. The cheapening of the selling price of gold at 
the mint (which is equivalent to the increase in the gold content 
to compensate a rise in commodity prices) would cause a flow of 
gold from the mint and monetary reserves into the arts, until the 
price in the market was depressed to the level adopted by the 
mint. In the second place, it would lead to the export of gold 
until general commodity prices in foreign countries rose, thus 
making gold equally cheap in those countries. 

It seems probable that gold would disappear so rapidly from 
the mint and monetary reserves that banks would be compelled 
to raise their discount rate abruptly to a very high level. Even 
assuming that banks were able to act in anticipation of price 
movements and thereby prevent the reduction or increase of their 
reserves which such movements, together with the change in the 
gold content, would cause, the difficulties are not yet fully over- 
come. For the effort to anticipate this flow of gold would result 
in nervousness and irregularity in the manipulation of the bank 
rate, a condition which would be detrimental to industry. 

There are other grounds for considering that some slight elas- 
ticity in price movement would be desirable. What the present 
writer would like to see in force, failing the possibility of inter- 
national collaboration outlined in the preceding section, would be 
a scheme for the regulation of prices through the control of the 
volume of currency, this method being reinforced by a delayed 
application of the Fisher scheme. 

For instance, an arrangement of the following nature might 
be adopted: A price level would first be chosen as a “ normal ”’ 
around which it is felt desirable to stabilise prices. After that 
level has been reached, the endeavour would be made to keep 
prices from moving more than, say, 3 per cent. above or 3 per cent. 
below the level. This would be done by regulating the volume 
of currency through the Bank Rate for accommodation and by 

No. 131.—voL, Xxx. Z 








330 THE ECONOMIC JOURNAL [SEPT, 


b] 





the control of note issue, or by “rationing” or by other direct 
means. If the banks failed to restrain the movement of prices 
within these limits, it should be made legally compulsory to give 
effect to the Fisher scheme at a point, say, 5 per cent. above or 
below the normal. That is to say, for every 1 per cent. beyond 
a 5 per cent. rise of prices, 1 per cent. gold would be added to 
the content of the monetary unit; for every fall of 1 per cent. 
below a 5 per cent. fall in prices, the gold content would be 
reduced by 1 per cent. It seems probable that such a method 
would be effective in restraining fluctuations within smaller limits 
than 5 per cent. either way, because banks would be desirous 
of avoiding a dangerous reduction or an overflow of their reserves 
through the application of the Fisher scheme, and would not 
permit the price level to rise or fall to the limits where this would 
be possible. In any event, the movement beyond 5 per cent. 
in either direction would be very limited, for, as has been shown 
above, the Fisher scheme provides a fairly drastic method of 
preventing further price movements. 

Such a method would have the advantage of allowing a degree 
of elasticity in currency control and of preventing nervous 
irregular manipulation of the Bank Rate which might prove 
detrimental to industry. At the same time, it would not lose 
the essential advantages of the Fisher scheme. It would be 
effective in securing comparative stability in the price level and 
it would be automatic in its application. It would avoid the 
necessity of Government interference to which so much objection 
is raised in financial circles. The Government would simply 
fix comparatively elastic limits and would leave the real control 
in the hands of the banks. 

11. An International Draft Convention. 

It would be necessary, in order to secure full value from 
the scheme outlined in the preceding section, that it should be 
almost universal in application. With a view to securing such 
universality a Draft Convention of the following tenor might be 
prepared for submission to the various States. 

Each State ratifying the Draft Convention would undertake 
to establish a ‘‘ normal ”’ level of prices, around which it would 
endeavour by the means at its disposal to stabilise the price 
level. 

It would undertake to define this normal level and to com- 
municate the definition to the Administrative Office responsible 
for the application of the Convention. 

It would define also the maximum and minimum limits 
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within which it would endeavour to control prices. These should 
not exceed 4 per cent. rise or fall from the normal, but might 
be less. 

It would undertake to give effect to the Fisher Scheme at 
a point 5 per cent. above or 5 per cent. below the normal. 

The Convention would be binding for ten years from the 
date of application for each State signatory (long enough to cover 
a complete cycle). 

J. R. BELLERBY 
International Labour Office, 
Geneva. 
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FINANCIAL ASPECTS OF AMERICAN IMMIGRATION 


Mieration of human capital results from influences similar 
to those of other capital transfers. Tending to gravitate towards 
those regions where the rate of return offers the greatest attrac- 
tiveness, the movement of population may be likened to a short- 
time loan as exemplified by the “ birds of passage”’; or it may 
involve a transfer of national wealth, whenever the change of 
residence becomes permanent. If the new-comer is a pleasure- 
seeker on a temporary stay, he can be regarded both as a national 
loan and as the objective of a steady flow of remittances from his 
native land. If he comes as a wage-earner with the purpose of 
transferring his residence permanently, then he himself acts as 
the capital transfer. Likewise, it is correct to state that when a 
Scotchman, with large funds invested in home securities, settles 
in America, not only is there a transfer of wealth of person, but 
also the funds in Scotland become American capital invested in 
Scotland. 

The flow of goods responds to economic laws exclusively. 
The flow of human beings, however, has certain dissimilar 
features, notably because human capital is a direct agent, is 
both a producer and a consumer, cannot be owned outright or 
mortgaged, is not an interchangeable unit, and can never be 
treated alike because of differences in age, sex, literacy, habits, 
industry, and material condition. Yet nowadays, in most cases 
the movement of peoples has a predominant economic motive. 
Certainly this is true as applied to America. Professor Carver 
states, “‘ The reasons given in favour of the restriction of immigra- 
tion are purely economic. They relate wholly to the problem of 
improving the conditions of the lower grades of labour.’”’? No 
longer is it true that American immigration arises from a desire 
for religious or political freedom. The motive is gain, pure and 
simple. And in the quest, all conditions, especially travel, are 
made as easy and simple as possible through the media of tickets 
prepaid by relatives and friends, publicity literature, and special 
facilities by steamship and railway companies. 


1 For the best treatment of this too little-understood subject of population 
transfers, consult Josef Grunzel, Economic Protectionism, 1916. 
* Principles of National Economy, 1921, p. 761. 
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But in the study of this complex economic problem, which in 
the past has been directed mainly towards questions of standard 
of living and of the industrial development of the State, a 
highly significant aspect has been overlooked by most authorities 
on the population problem. I refer to the strictly financial 
feature. 

Why not make a reckoning of the money transfers which 
result from human migrations? The importance of the phe- 
nomena is self-evident. What is the best method of approach ? 
In the following brief treatment of the subject the writer gives 
certain of his preliminary findings with special reference to 
international movements of human capital and of capital goods. 


On a strict time basis, an analysis might be attempted in 
accordance with (a) the period commencing with the emigrant’s 
preparations for departure and extending until his arrival at 
destination, (b) the period away from his native land, and (c) the 
period (true only of temporary emigrants) beginning with the 
preparations for return to the mother country and extending 
until his arrival there. Period (b) is the most important time 
for observation. Periods (a) and (c), concerned with international 
migrations of people and their personal effects, cause expenditures 
for transportation and supplementary items. In an attempt to 
produce facts, moreover, it seems to me confusing to make the 
distinction 1 between “‘ expenditures of immigrants and tourists ”’ 
and ‘‘ remittances to friends,’ since we know that funds are 
transmitted in countless ways and at no definite time periods. 

My financial elements are based on (a) the personal value of 
the immigrant, (b) the goods or money he causes to be trans- 
ferred to the foreign country, (c) the goods or money he causes 
to be transferred to his native land, other than ‘“‘ remittances,” 
(d) remittances to his native land, and (e) the personal value of 
the returning emigrant. 

What is the financial worth? of the immigrant (outgoing 
emigrant)? Despite the mathematical calculations of Cantillon, 
Engel, Farr, Becker, Kapp, and others, this query admits of no 
definite answer. <A figure commonly cited has been £200, approx- 
imately $1000; but this amount was derived from conditions 


1 Adopted by Sir George Paish in his memorable report on The Trade Balance 
of the United States, Report National Monetary Commission, 1910. 

2 This is neither a fantastic nor a purely commodity conception. It may be 
easily defended in its proper use. For instance, this method invariably is 
resorted to by the conspicuous alleged friends of the new-comer, namely, the 
anti-restrictionists. 
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prevailing decades ago, when real prices were much less than 
they are now. The usual basis of this computation was the 
average cost of bringing up an average person under average 
conditions until the average time of departure for another 
country. Obviously, the employment of the mythical average 
took scant account of sex, literacy, material condition, occupation, 
new environment, and so forth. As a hit-or-miss proposition, 
the ‘‘cost of production ’’ adherents were bold advocates when 
they asserted that the economic value of an individual was in 
proportion to the public and private expenditures incurred in 
his behalf. But this proposal not only assumed a static money 
value regardless of whether the individual resided in Manchester, 
Monte Carlo, or Singapore, but also failed to recognise the 
inexorable laws of human demand and human supply. The 
utilitarians stood on firmer ground. 

There is one method of placing a money value upon an 
individual which possesses real merit. Referred to by Professor 
Mayo Smith as “scientifically correct and ... the only one 
to be employed if we are determined to express in figures the 
value of this increase of our labour force,” ! it consists of an 
application of the principle of a life annuity. 

On the subject of “ life property,’ the computations of Dr. 
William Farr made nearly three-quarters of a century ago are 
still followed as the best basis for reckoning. The two deter- 
minants are the value of the individual and the value of his 
services. Briefly, the method was to prepare detailed figures 
relative to agricultural workers at different ages by taking into 
account future earnings, cost of future maintenance, and excess 
of earnings over cost of maintenance, expressed in terms of 
“ present value’ and of the “ annuity equivalent” at different 
interest rates. In his notable work, Vital Statistics (1885), 
Dr. Farr accorded the male agricultural worker a net value of 
£150: by extending the calculation to the entire population of 
the United Kingdom, the standard declined to £110. Applying 
this valuation, he took account of the adult male character 
of the emigration from the United Kingdom in the year 1876, 
and arrived at the conclusion that the value of the individual 
emigrant was £175 per head. Thus we may consider the situation 
as that in which two emigrants were valued at as much as three 
persons remaining at home. Whether or not we are willing to 
admit the validity of these conclusions, nevertheless in principle 
nothing more satisfactory has been presented than to take the 

1 Emigration and Immigration, 1890, p. 109. 
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reckoning of age and services in order to compute the economic 
value of the migrant. 

Despite the inferior type of present-day immigration into 
America from southern and eastern Europe in contrast with the 
influx half a century past from northern Europe, the enhanced 
nominal and real wages of labour in America have been accelerated 
to such an extent that certainly no injustice is done to the 
“average” present-day immigrant by according a financial 
worth of at least £200 per cayita. Doubtless £300 would be 
nearer the truth. 

Frequently the American immigrant arrives on a prepaid 
ticket. The Report of the Immigration Commission of New York 
State (1909), in referring to steamship ticket agents, stated that 
‘from 60 to 80 per cent. of the business done by these authorised 
agents in New York State consists of prepaid tickets, purchased 
in this country to be sent to the intending passenger on the other 
side. This is always an order, that is, something which must be 
exchanged for the real ticket, and in no case is it good for passage 
until such exchange has been made.” Various estimates place 
the percentage anywhere from ten to sixty.” Foreign emigration 
to the United States, therefore, has been made easier by assisted 
money contributions, while modern steamships have done away 
with the former hardships of prolonged travel. Doubtless the 
steamship tickets, largely paid for by savings in America, must 
have amounted to at least $40,000,000 annually when immigra- 
tion was at its height. Considerable amounts (no figures avail- 
able), usually in the form of money orders, are sent abroad for 
the purchase of tickets at the place of embarkation, paid for 
largely by immigrant remittances. 

Professor Mayo Smith, in his article on immigration (he 


1 Accruing expenses which fall upon the immigrant must be taken into 
account. The United States Department of Commerce and Labor, Bureau of 
Labor, Report No. 72, 1907, pp. 411-12, stated that ‘‘ before the immigrant can 
realise any return from his labor in the form of American wages, he must incur 
the following expense or indebtedness, for even if one or all costs are prepaid for 
him by relative, friend, or other person, he eventually pays them all by deductions 
from his wages or otherwise: (1) Cost of preparation at his home in Europe 
for the journey, (2) cost of transportation from his home to the European 
seaport, (3) cost of emigrant head tax to his Government, (4) cost of immigrant 
head tax to the United States Government, (5) cost of steamship transportation, 
European port to the United States, (6) cost of labor agency for securing employ- 
ment at port of entry, if used, (7) cost of transportation, United States port of 
entry to place of employment, (8) cost of living from port of entry to place of 
destination.”’ Many of the same items occur again if the stay is a temporary one. 

2 Probably 40 per cent. is a conservative guess. F. Kellor, Immigration and 
the Future (1920), gives 60 per cent. of tickets as purchased with American wages. 











336 THE ECONOMIC JOURNAL [SEPT. 


excluded transients) in Palgrave’s Dictionary of Political Economy, 
wrote that the direct gain to the country of immigration is 
measured by (a) money or capital they bring in, and (b) the 
economic value of the immigrants themselves. The second 
consideration has already been discussed. With reference to 
‘money or capital’ brought in, no reliable figures are possible, 
since an immigrant furnishes information only when money 
amounts to less than $50.00 per person; moreover, children and 
other dependents make no money showing. In the fiscal year 
ending June 30, 1920, 51-4 per cent. of our immigrant aliens 
exhibited less than $50 each, compared with 44°6 per cent. in 
1919, and 82°7 per cent. in 1910-14.' These percentages probably 
understate the real situation, since relatives, friends, and padrones 
make advances in order to aid their admission both before and 
after the arrival of the new-comers. The Immigration Com- 
mission found that the recent immigrants brought in only about 
one-third as much as their predecessors.? In this respect there 
is a wide variance between nationalities, and also between citizens 
of the same country, as is shown conspicuously by the amounts 
brought in by northern Italians and southern Italians respectively. 
There seems to be a fairly general agreement that, in the 
aggregate, the amount of money individually taken out of the 
country exceeds that brought in in person. This is certainly the 

1 Annual Report of the Commissioner General of Immigration, 1920, p. 43. 

2 The goods or money brought into a country amount to a considerable sum, 
even though most of the recent American alien immigrants are of a low moneyed 
class. The Immigration Commission has collected evidence which would seem 
to indicate a relation between illiteracy and money brought per capita. After 
analysing earlier data for immigrants arriving at the port of New York during 


1899, the conclusion is ‘‘ that even among the illiterate races, the more illiterate 
bring the less money.” An instructive table was reproduced in the Immigration 


Commission Report : 
Money per capita shown on admission to the United States by European 


immigrants (including Syrian), fiscal years 1905 to 1909, inclusive, by class of 


immigration. 
(Compiled from reports of the United States Commissioner-General of 


Immigration.) 





Average per capita 


Total Total 
Total b amount Based on 
Class. number rsa er of Based on | __ total 
coming. rane money total | number 
money. shown. coming. | showing 
money. 





Old immigration | 1,529,272 1,105,395 | $61,018,916 | $39-90 $55-20 
New immigration | 4,018,567 3,030,621 63,623,404 15-83 20-99 


Total 5,547,839 4,136,016 | 124,642,320] 22-47 30-14 
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case now, since the number of returning aliens is a much larger 
percentage of the total movement due to the barring of numerous 
immigrants from southern and eastern Europe under the terms 
of the Per Centum Act of the year 1921.1 Moreover, as the 
returning aliens are generally those among the migrants who 
have amassed the greatest wealth, it would not be surprising if 
the cash personally taken from the United States exceeded by 
100 per cent. that brought in simultaneously—an observation 
which does not appear unreasonable when reference is made to 
Austrian total emigration figures. For, during the period 1903- 
10, returning Austrian emigrants brought on their person a 
minimum of 2000 kronen per capita, or a total of at least 80,000,000 
kronen. This amounted to 32 per cent. of their yearly remit- 
tances.2, There is no evidence to show that alien immigrants 
leaving America in the last decade were less thrifty than the 
earlier Austrian emigrants, many of whom returned from 
temporary residence in America. 

Sir George Paish set as the average amount carried out by 
American alien emigrants ‘“‘ not more than $200.” This estimate, 
made nearly fifteen years ago, seems too low in view of the personal 
appearance * and what we know of these returning emigrants. 
My study would lead me to establish an average of $400 per 
capita, which would mean, based on pre-war and present alien 
emigration movements respectively, that from $120,000,000 to 
$80,000,000 should be allowed for these special “invisible ” 
international money transfers. In magnitude, either amount is 
in excess of the normal American exports of cotton manufactures 
per annum. 

In addition to the money carried on the person, either the 
immigrant or the returning alien emigrant usually causes funds 
to be sent in other ways. The Commissioner of Immigration at 
New York stated in his Report for the year, 1901, that “‘ instead of 
bringing money with them, it is becoming more and more common 
for immigrants to send it ahead through banking institutions ; 
but no one has attempted to state the amount thus sent.” The 
writer has no estimates of any kind, although it is probably safe 

1 For particulars of this Act, as well as national emigration movements in 
which America appears prominently, see Manchester Guardian Commercial, 


Reconstruction in Europe, section 10, Emigration, November 16, 1922. 

2 Grunzel, op. cit., pp. 118-19. 

8 Why have no rough estimates been attempted for personal belongings 
other thanmoney? Yet certainly they cannot be neglected entirely. Consider, 
for example, the transfer of personal effects in the case of the homesteader. No 
reliance is placed upon the houschold and personal effects returns in the foreign 


commerce figures. 
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to guess that millions of dollars are involved for the debit account 
of the mother country and to the credit of America. When sums 
are transmitted in the opposite direction, they are included to a 
considerable extent among immigrant remittances, but we are 
wholly in the dark regarding emigrant remittances. Among 
other money transfers are (a) the foreign currencies purchased 
in the United States by departing aliens,1 and (b) letter trans- 
mission of money by ignorant foreigners suspicious of American 
banking institutions or desirous of causing no undue excitement 
occasioned by the sight of a registered letter. The money 
set aside for American banking accounts, for investments in 
America, and for loans to friends cannot easily be estimated. 
However, the two leading considerations relative to immigrant 
money transfers are total earnings and savings, and funds derived 
from these savings, sent abroad and known as remittances. 
Among the many estimates that have been made relative to the 
welfare of population in America, one of the most quoted is to the 
effect that foreigners can save one quarter of their earnings when 
they are content to live largely according to their former stand- 
ards. The northern Italian earns more than the southern 
Italian but frequently saves less. Depicting conditions a decade 
and a half ago, the Immigration Commission found that the 
income of a thousand southern Italian families living in the 
cities might average $390 per year per male member. Allow- 
ance should be made that the average for the southern Italians 
was the lowest in twenty-two nationalities under observation. 
This figure, far below the standards set by American minimum 
wage commissions, meant that, “living upon less than these 
incomes, a family may be assumed to be spending its human 
capital.” ? Although human capital loss can never be measured, 
the toll which it takes is heavy. Still, in this article, savings 
concern us only in so far as they enter international accounts. 
Remittances are utilised largely (a) to support members of 
the family and friends, (6) to enable compatriots to emigrate, 
(c) to purchase land or clear off mortgages, (d) to set aside funds 
for immediate investment or speculation or for future spendings. 
Professor C. F. Bastable, discussing the transfer of industrial 
agents from one country to another, wrote that “ the influx of 
foreign capital resembles an acceleration in the speed of saving, 
1 C. F. Speare, North American Review, November 1907, estimated that for 
this purpose alone, foreign bankers in America annually imported foreign cur- 
rency equivalent to $10,000,000 in kronen for Hungarians, and a similar amount 


in lire for returning Italians. 
* R. F. Foerster, The Italian Emigration of our Times, 1919, ch. xx. 
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and we may reasonably hold that the final result will not be 
very different in either case. In this way the international 
movements of labour and capital become assimilated to the 
ordinary processes of economic life, and may be regarded as the 
same in their general effect.” 1 

Unquestionably, remittances from foreign-born in America 
to relatives and friends constitute an enormous sum. In the 
long run they are the largest “ invisible imports ’’ on the American 
international balance-sheet. For the years 1919-21 inclusive, 
immigrant remittances and relief aggregated $1,800,000,000. 
Omitting the extraordinary $2,375,000,000 due in 1919 on net 
international Government payments account, the combined items 
of immigrant remittances and relief (the former much larger) 
had a clear margin for the three-year period, exceeding invest- 
ment abroad, tourist expenditures, freights, net imports of gold 
or any other account on the debit side. International financiers 
have taken scant notice of the fact that the American balance of 
trade in 1921, amounting to $636,000,000, was offset largely by 
the immigrant remittances alone.? At best our source data are 
weak. Professor Mayo Smith reported faithfully that the exact 
amount of remittances from American immigrants had never 
been discovered.* Mr. Speare and the Immigration Commission 


1 The Theory of International Trade, 1897, p. 158. 

2 The foregoing figures and deductions, taken from The Review of Economic 
Statistics, Prel. Vol. IV. Number 3, have not taken into account all items which 
might be considered. For example, foreign tourists in the United States, judged 
by Paish as spending $30,000,000 annually ; remittances from Americans resident 
abroad; American fortunes which are used for European dowries; speculation 
in foreign currencies; expenses of American Government and private offices 
abroad, and foreign in America; certain forms of capital taken by Americans 
who settle in Canada, Mexico, Cuba, etc.; and foreign purchases by military 
and naval forces. A tremendous item during the World War consisted of com- 
modities, transported on American naval and requisitioned ships, which do not 
appear in the official trade returns. Another obstacle is the unusual practice of 
valuing American imports at the wholesale price in the country of origin. Here- 
after, those articles which are subject to American valuation will be accorded 
values which include freight, insurance, and miscellaneous charges, thereby 
giving an appearance of a less “‘ favourable ” trade balance. Able discussions 
of foreign trade figures are given by Sir R. Giffen, Journal of the Statistical 
Society, Vol. XLV. pp. 181-296; G. M. Fisk, International Commercial Policies, 
chapter xvi; F. R. Rutter, Quarterly Publications of the American Statistical 
Association, Vol. XV. pp. 16-34; publications by the Treasury and Commerce 
Departments. Addenda to the excellent Harvard studies would probably result in 
larger “‘ visible’ and “ invisible’ export items. 

3 Emigration and Immigration, 1890, pp. 99-100. He states further that 
the British Board of Trade had included remittances in the “ Statistical Tables 
relating to Emigration and Immigration from and into the United Kingdom,” 
but abandoned the experiment in 1888 because private bankers were unwilling 
to furnish the desired information. 
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make no claim for completeness or accuracy. Sir George Paish 
reported that “neither the banks nor the express companies 
are willing to furnish the necessary information to enable an 
estimate to be made of the situation at the present time.” The 
immigrant banks are reluctant to furnish data, partly due to 
suspicion and partly to their manner of conducting business, 
whereby frequently personal and customers’ accounts are merged. 
Other practical difficulties are, that (a) there is no way of 
separating non-commercial from commercial bank drafts; (b) it 
is difficult to distinguish between various types of “ invisible ” 
payment, such as tourists’ expenditures, relief, currency specu- 
lation, and immigrant remittances; (c) the currency specified 
in the foreign exchange is no clear index, since international 
remittances payable in any country may be drawn in dollars, 
pounds sterling, and other international currencies; and 
(d) there is no way of knowing the exact rate of conversion for 
the single transaction. The daily published rate is merely a 
barometer. But anyone familiar with the conditions cannot 
question that hundreds of millions of dollars leave America 
yearly in the form of immigrant remittances. For the post- 
war period my estimate is from $400,000,000 to $500,000,000 
per annum. 

The alien immigrant frequently returns to his native country. 
From the time that the immigrant sets foot over American 
borders and until he leaves the country his economic status has 
obviously undergone a change. Has his residence in America 
made him a more valuable or a less valuable economic unit ? 
Probably it is correct to state that the former emigrant returns 
to his native land with an enhanced earning capacity, and with 
some store of wealth in addition. There are notable exceptions 
in the instance of persons, absent from their country during the 
most productive years of their life, who have undergone disease, 
physical strain, or injury. Nor should we overlook the frequent 
instances of the successful migrants who return to live a life of 
idleness in small communities where they establish the fashions 
and habits of the neighbourhood. 

Yet there seems to be every justification for assuming that 
the knowledge and experience gained in America must cause, as 
a general rule, an enhancement of the personal worth. The 
actual or percentage difference between (a), the personal value 
of the immigrant, and (e), the personal value of the returning 
emigrant, is difficult to ascertain, although certain standards of 
measurement can be devised. As far as the writer is aware, no 
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figures have been compiled which contrast the changed economic 
value of any single individual or of any racial group. 











This contribution to a neglected aspect of the perplexing 
immigration problem is presented with a keen appreciation that 
the sociological features have been almost wholly unmentioned. 
On the financial side, the accumulated material presented opens 
the door for the introduction of a fresh statement of principles 
relative to immigration, since we can proceed by gauging direct 
and indirect losses in terms of the economic worth of the indi- 
viduals and of the goods or money they cause to be transferred 
from one economic sphere to another. Primarily, the parties 
concerned are the immigrant, the emigration country, and the 
immigration country. 

The relation of immigrants to land values and to earnings of 
steamship and railway companies is intimate. Among vital 
considerations of a social-economic character, there is considerable 
testimony that these foreign-born restrict the reproduction of 
native population, congregate in large cities, reduce wage stand- 
ards, cause poverty, disorganise industrial organisms, accelerate 
periods of depression, and interfere with normal national develop- 
ment. The evidence, however, is by no means one-sided. The 
proofs are open to question. To quote Mr. C. K. Hobson, “ the 
existence neither of emigration nor of foreign investment neces- 
sarily signifies that a country will in the long run be poorer in 
population, in capital invested at home, or in the well-being of its 
inhabitants.” 1 For America, it is true that immigrants start a 
net outflow of money payments; thus from the view-point of 
the mercantilist, America exhibits marked evidence of “ weak- 
ness.” But the correlation of immigrants with gold movements 
and trade balances has never been discussed adequately. 

As an illustration, a merchant from Syria establishing himself 
in New York City generally brings little capital to be added to 
the wealth of the immigration country; but, nevertheless, he 
becomes a mighty factor per capita in extending the industry 
and trade of his native land. He is a prominent agent in the 
adjustment of both imports and exports in Syrian-American 
trade. Similarly Greeks, Armenians, and Italians in America 
are exerting great influence on international trade and, moreover, 
are tending to drive out native Americans from both domestic 
and international commerce. Again, one important reason why 




































1 The Export of Capital, 1914, pp. 229-30. Compare the views with those of 
John Stuart Mill on the allied topic cf colonisation. 
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the outright importing interests in America received so little 
consideration in the hearings on the present Tariff Act was that 
these firms were officered largely by foreigners, so that in some 
cases prominent houses were compelled to depend on minor 
executives to plead the cause of nationalism. 

There revolve around the immigration question causes and 
effects related to the sharing of the public finance ‘‘ overhead,” 
to industrial and commercial development, to movements of 
capital, to movements of trade, and to other intricate questions. 
Does the Italian in America continue to buy Italian products ? 
If so, what is the effect on Italy’s national economy if America 
raises the tariff on spaghetti or cheese? Also, in what sense do 
immigrant savings represent labour protection, and in whose 
interests? Let the economists take the lead in the presentation 
of clear facts and well-organised deductions. 

Why not construct an international immigration sheet on 
the plan of the international balance of payments? Even if 
there may be no general agreement on social measurements, 
certain significant financial transactions as suggested above can 
be presented. In this way we should be enabled to get away 
from the conception of lumping together new-comers in our midst 
as mere components of a ‘‘ human anthill,” to apply a phrase of 
John Stuart Mill. One sure result would be, between any two 
countries or in a compendium of all countries, that there would 
be the phenomena of marked tendencies away from international 
equilibrium, since real losses and real gains would never com- 
pletely balance. What one country might lose, another country 
might gain, but seldom—probably never—to the same extent. 

Exiot G. Mears 
Stanford University, 
California. 
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THE DOCTRINE OF INDEX-NUMBERS ACCORDING 
TO MR. CORREA WALSH 


Now that fresh interest in the “ making of index-numbers ” 
has been aroused by Professor Irving Fisher, the time seems 
opportune for appreciating the contributions to the subject 
which are offered by Mr. Correa Walsh in his treatise on the 
Problem of Estimation. In this volume Mr. Walsh replies to 
the criticisms of his earlier work on the measurement of exchange 
value which were made in the Economic JOURNAL, 1901; he 
disputes the views which his critic has expressed in that article 
and elsewhere. The portion of the later work which is occupied 
by this controversy—no inconsiderable proportion—is specially 
considered here. I propose to exhibit and briefly comment on 
the main issues. They may be arranged under three heads. 

I. Fundamental differences about first principles—There is a 
fundamental difference between the disputants as to the scope 
of the problem, the meaning of change in the value of money. 
Mr. Walsh conceives general exchange value as a magnitude 
which can be measured with as much or at least the same kind 
of precision as length by a yard-stick (112, 117).2 To me the 
conception appears somewhat indefinite as applied to two or a 
few articles and without relation to the theory of averages 
(E.J.3 1901, p. 408). It recalls the inchoate physics of the 
Greek philosophers (ibid., p. 409), of whom Whewell writes that, 
though they had ideas and facts, “‘ the ideas were not distinct 
and appropriate to the facts ” (Inductive Sciences, Book I, ch. iii. 
§2). It is not to be expected that differences of this kind, with 
respect to first principles, will be readily settled by argument. 
In vain Mr. Walsh prolongs through seventeen pages the dialectical 
inquiry which exercised Galileo: ‘‘ If a horse worth 100 crowns 
is estimated by one person at 100, by another at 10, which of 

1 The Problem of Estimation: a Seventeenth-century Controversy and its 
Bearing on Modern Statistical Questions, especially Index-numbers. By Correa 


Moylan Walsh, author of The Measurement of General Exchange-value. London : 
P. 8. King, 1921. 

* The numerals in brackets unaccompanied with further specification refer 
to pages in Mr. Walsh’s Problem of Estimation. 

* The letters “‘E. J.” are used as short for Economic JouRNAL. 
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these two estimates is the less erroneous, or are they equally 
erroneous?” He will not persuade those whose view of the 
question is that which is expressed in the review of Mr. Walsh’s 
book in the Journal of the Statistical Society (1921, p. 625—a 
review initialled G. U. Y.: “A couple of lines to say that it 
depends entirely on how you choose to define erroneousness 
would seem to be sufficient comment.” 

The definition of erroneousness and of correct measurement 
would be very simple if we could assume that consumption re- 
mains unchanged. Sidgwick (among others) has pointed this out. 
But, he continues, so far as the habitual consumption does not 
remain unchanged between any two points of time, ‘‘ we have 
to abandon the primd facie exact method of comparing prices, 
and to substitute the inevitably more indefinite procedure of 
comparing the amounts of ability or satisfaction obtainable 
respectively from the different aggregates of hypothetical 
purchases.”’ We may often obtain “a sufficient approximation” 
by a simpler method. ‘ But if we work to get the closest possible 
approximation to the answer that we are really seeking, we have 
to fall back on a rough comparison of amounts of utility ” 
(Political Economy, Book I, ch. ii. §3). To the same effect 
Professor Bowley, with special reference to war-time with its 
violent changes both of quantities consumed and of prices, 
described that entity of which the magnitude at different times 
is to be compared as “satisfaction.” He adds: “I have 
purposely used the vague word ‘ satisfaction ’ because I do not 
imagine that there is any quite definite quantity that can be 
measured ” (Journal of the Statistical Society, 1921, Vol. LX XII, 
p. 351). But Mr. Walsh will have nothing to do with this 
subjective quantity. ‘‘ There is no reference to utility, whether 
total or final. Utility has no more to do with measuring price 
variations than with measuring temperature ” (83). 

He dismisses with a sarcasm (117) another subjective variable 
of which it has been proposed to compare the magnitudes at 
different times: not the quantity of satisfaction or utility that 
is procured by money, but the quantity of effort and sacrifice, 
of disutility, that is required to procure money. For example, 
suppose that in the ’eighties of last century production of com- 
modities in this country, say Q, as computed by Professor 
Irving Fisher (Making of Index Numbers passim), was increasing 
at a certain rate, while P, the price-level of the produced com- 
modities, was decreasing at the same rate; then the value of 
money according to this definition would be regarded as stable 
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(Cf. E. J., 1918, p. 179, and Memoranda on the Measurement of 
Changes in the Value of Money, Report of the British Association, 
1889, p. 161). Accordingly, it might be thought advisable not 
to interfere with the currency and to acquiesce in nominal wages 
remaining unchanged. If sensible people thought this course 
advisable, they would not be deterred by the unusual definition 
of a term from adopting the rule which it suggests. They would 
mind the Q’s more than the P’s. 

Because Mr. Walsh does not gather with us in the definition 
of the problem, it does not follow that he scatters against us 
in the treatment of the problem. We adopt some of his maxims 
without understanding his first principles. So the utilitarian 
moralist, though with Sidgwick he may reject as a notion “‘ to be 
avoided on account of its indefiniteness”’ (Methods of Ethics, 
Book I, ch. vii., and cf. Lectures on the Ethics of T. H. Green), “‘ self- 
realisation’ and other metaphysical phrases, may yet admire 
the conduct of persons professing those principles. Good fruit 
may be grown from an inscrutable root. We may not agree 
with Mr. Walsh that there is an entity called exchange-value 
the quantity of which, as it varies from time to time, can be 
measured with as much precision as a physical object. But we 
admit that there is a subjective entity, whether akin to satisfac- 
tion or to power, affording the perceptions of more and less, 
susceptible of the sort of measurement appropriate to psychical 
quantities. If II,, II, denote the quantities at the times ¢, and ¢, 
relative to unity at an initial period, then we ought to be able 
to deduce a relation between II, and II,. If Po, is a formula 
purporting to represent II, by means of given quantities and 
price-variations, and Po, is similarly related to II,, then we 
ought to have Po, = Po; x Py, with such degree of precision 
as the definiteness of the quantity under measurement warrants. 
In short, I agree with Mr. Walsh that his “ circular test ”’ (98) 
ought to be fulfilled. At the same time I agree with Professor 
Irving Fisher (as I freely interpret the observations on the 
circular test in his new volume) that we cannot expect that test 
to be fulfilled when there are violent changes?! in the quantities 
which enter from time to time (or from place to place) into the 
computation. For example, if the prices and quantities are 
each unity at the initial epoch, let the relative prices at the 
first epoch be p,, p’, . . . the quantities q,, q’; ... ; at the 


1 Violent changes in the quantities consumed with some change in the 
relative price, or, conversely, violent changes of price with some changes of 
quantity; or, as above, changes of both kinds violent. 

No. 131.—Vvou. XXXIII. eh 














346 THE ECONOMIC JOURNAL [SEPT. 


second epoch po, p’n.--, Yo J’ --- 3 and so on. Begin- 
ning with the case of two commodities, take at random any 
values for p,, Po, Ji» Yo, Say respectively 110, 120, 130, 140. 
For p’, and q’, take any values in the neighbourhood of p, 
and gq», say respectively 115 and 135; and for p’, and gq’, any 
small values, say 10 and 5. Then, if we compute P,, and P,, 
according to the formula recommended as best by Mr. Walsh, 
the “ ideal formula ”’ of Professor Fisher, it will be found that 
the ratio of Py, x Py, to Po. is not, as it should be ideally, 
unity, but 1:78:1. A fortiori when we deal with three or 
more commodities; still supposing that the data are liable to 
change from time to time with any degree of brusqueness. For 
instance, let p’”’; = 110 p”’, = 7 gq”; = 8 gq’, = 145. We have 
then Py; Py. + Pog = 2°4! 

How then does it come about that Professor Fisher, operating 
with his ideal formula, and indeed with several other formule, 
throughout a period of six years found the circular test to be 
almost perfectly fulfilled (loc. cit.)? It comes about through the 
presence of two attributes: the shortness of the intervals 
between the dates of successive index-numbers, and the sporadic 
dispersion (the plurality and independent variation) of the 
prices and quantities. The steps must be short; and the crowd 
making them must “break step” in military phrase, must 
move like vehicles in a long straight street driven separately 
at various rates, not massed into two or three compact bodies, 
such as a column of artillery and a funeral procession (cf. E. J., 
1901, p. 413). Through the co-operation of these conditions in a 
manner that can only be indicated here,’ there become avail- 


1 Let us begin with the simplest form of index-number, No. 1 of the British 
Association Memoranda, Professor Fisher’s No. 53, referred to by Mr. Walsh 
as Laspeyres’ formula; in which the initial quantities only are used for weights. 
And, first, let the data be of the simplest species, that in which the weights are 
all equal. We may take, without loss of generality, the initial prices as each 
equal to unity. Let the relative prices at the point of time first after the initial 
be 1 + a’,,1 + a”,,1 +a’, ... 3; and for the second date 1 + a’s,1 + a’... 
and so on (no a less than —1). We have then for Po, if m is the number of 
prices, 
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able two leading mathematical principles, the differential calculus 
and the theory of probabilities. By the application of these 
principles the problem is transformed from its primary character, 
the comparison of subjective quantities, to a secondary form 
which assumes the character of objective science (E. J., 1901, 
p- 409). 

There can now be constructed a ‘ chain ” of index-numbers, 
Por. Pig, Pes, which fulfil the “circular test” approximately 
for proximate periods, as observed by Professor Fisher (loc. cit. 
pp. 276-297). The construction of the chain proposed by 
Dr. Marshall is explained and illustrated in the Memorandum 
presented to the British Association 1887 (p. 269). In that chain 
to form the weight for any, say the rth, link P,,,, there 
was presumably to be employed a mean of the two adjacent 
quantities of the type q,, and qg,. If the conditions above 
specified were perfectly fulfilled, a good result would be obtain- 
able by using only one set of quantities, only g,_, or onlyq,. But 
it is better, as the Committee of the British Association recom- 
mended (loc. cit. p. 249), to use the mean between the two 
quantities consumed at the two periods respectively. It is 





Expanding in ascending powers of the small quantities of type a, 
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= Py, + a residue, which is small because it involves only second (and higher) 
powers of the small quantities typified by a, and ag, and still smaller because 
it involves averages of numerous more or less independent constituents, mean 
values which vary less from time to time than if the constituents moved together. 

Now let us restore the weights w’, w’’—at first supposing them not to vary 
with the time. The reasoning is not affected by substituting for «’, a” ‘ 
we’, wa” . . ., and for n, w with the usual proviso that no one weight (or 
no small set of weights) is preponderant. 

Next let us take account of the change in weight, say from w’ to w’(1 + £’;) 
and from w” to w’’(1 -+ 8”;) in the first period. The terms of the first order 
in the expansion of P, P,, will not be affected, the first powers of the #’s cutting 
each other out. The second term of the expansion will be augmented by items 
which are averages of 8’s squared, or of #’s multiplied into a’s, in such wise that 
if the ’s like the a’s are small and dispersed with sporadic independence, the 
residue will fluctuate slightly, the steps made by the index-number will be short. 

Now let us utilise in the formation of P,, the weights pertaining to the 
prices 1 + a’g, etc., viz. 1 + 8’s, 1 + 8B”. First let us combine the two sets 
of weights after the manner prescribed by the British Association Committee 
of 1887. That is, for 8’, in the last paragraph we shall substitute 4$(8’, + B's), 
and so on. The index-number will be steadier because the compensation of 
deviations (on the part of the §’s) is more fully carried out. 

The like advantage attends the method of utilising both weights proposed 
by Marshall in 1887 and repeated in 1923; and Professor Fisher’s ‘ ideal ”’ 
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best, perhaps, to employ for the construction of the links that 
form of average which Mr. Walsh independently invented and 
recommends as best, which Professor Fisher regards as the 
“ideal ”’ index-number.? 

The series of averages P,,, P,, which form the links of the 
chain might be compared to observations at successive times 
of a thermometer: physical measurements, yet indicating 
changes in subjective quantity. In these averages it might have 
been hoped that Mr. Walsh would find realised his ideal of a 
measurement as objective as ‘‘ measuring temperature” (83). 
Temperature is but an average (of molecular energies). But 
the Measurer of General Exchange Value—notwithstanding some 
slight concession to the use of Probabilities (112)—still refuses a 
position of collateral importance to our secondary problem, 
still regards it as ‘‘a problem in probabilities entirely irrelevant 
to the main subject ” (p. 109, Cf. p. 138). 

II. Apparent differences due to misinterpretation.—Less funda- 
mental differences may better admit of being reduced by mutual 
explanation. Especially may this be hoped when the differences 
exist in the writings rather than in the minds of the disputants : 
apparent differences due to careless and ambiguous expressions. 
For instance, there is an explanation of the inconsistency sur- 
mised by Mr. Walsh between the recommendation of “ aggre- 
gates ”’ in the Economic JourNat for 1918 and the recommenda- 
tion of the formula numbered (10) by Mr. Walsh in the British 
Association Memorandum of 1887 (p. 266). The term “ aggregate ”’ 
in the passage first referred to was not used in the specific sense 
assigned to it by Mr. Walsh and others, but in the general sense 
of an “ arithmetical’ combination contrasted with the Median 
and Geometric Mean considered in that context. The term 
aggregate in this general sense included formula (10). Again, 
it was not intended to disparage the use of two variables as 
representative of several (108), when, as in the reasoning just 
now employed, “‘ the propositions there enunciated are readily 
adapted to any finite number” of variables—to repeat the 
proviso made on a former occasion to justify this sort of abridg- 
ment (EK. J., 1910, p. 443). 

A less easily unravelled misinterpretation arises from the 
circumstance that in this problem we have generally to deal 
with samples. Sampling involves the theory of probabilities 
in no simple fashion. The subject occupies three chapters of 


1 291P2 ‘ 242P 2. Mr. Walsh’s formula (9), Professor Fisher’s formula, 352, 
291P1  242P1 
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Mr. Yule’s treatise, and some thirty of Mr. Bowley’s pages 
(Outlines of Statistics, chs. xiii, xiv, xvii; Elements of Statistics, 
pp. 277-284, 329-337). It is not to be supposed that these 
powerful intellects were exercised so long about the simple 
“common-sense probability ’’ (114) to which Mr. Walsh would 
have us restricted. On the contrary, they deal with the theory 
of errors, the most difficult and delicate part of the calculus, as 
Laplace remarks. It is a subject almost as many-sided, almost 
as provocative of controversy among those who see each only 
one side, as Political Economy itself. 

Much logomachy arises from the presence of different assump- 
tions in the minds of the disputants. Probability, as Mr. 
Keynes has properly insisted, is always relative to our know- 
ledge; and it may be added that the methods of calculating 
probability vary with our data and hypotheses. 

To illustrate this peculiarity, let us adapt one of Mr. Walsh's 
happy metaphors. ‘The process of comparing price-levels is 
rather like trying, on an always billowy sea, which has a flat 
bottom, and in which the quantity of water constantly varies, 
to obtain its levels (such as they would be if it were still) by 
averaging the various heights of different sections of the waves 
above the bottom (the zero base)” (70). Let us suppose that 
the surface of which the average level is to be ascertained is 
that of a creek connected with the outside sea in such wise that 
the height varies with the rising or falling tide. It is a sequestered 
creek, ‘‘ in secessu longo,”’ yet not so completely tranquil as that 
in which the storm-tossed followers of Aineas sheltered. In 
some places the surface is only ruffled by gentle ripples, but 
other portions of the surface are rumpled into the troughs and 
crests of a confused sea. Suppose that our means of observa- 
tion consist of an apparatus by which we can ascertain at any 
moment the area—or “‘ section” (loc. cit.)—of a billow, say q,, 
and its average height, say p,, so that p,q, equals the quantity 
of water in the column standing on the area q,. If now our 
observations extended over the whole creek, of course 2 p.q. + =q 
would give the quantity required, the average level of the creek, 
say P. But if we are limited to samples, observations taken 
at several parts of the creek but not over the whole surface, it 
is by no means certain that the said simple formula will afford 
the best value of P. With respect to fluctuations of equal area, 
it is certain that observations taken on more tranquil portions 
of the surface carry more evidential weight; their average is 
liable to a less probable error than the average of the more 
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dispersed observations obtained from the much-disturbed surface. 
So it becomes a nice question, ‘‘ how much,” in the words of 
one of the papers condemned by our author, “ the principle of 
quantity should be cut into by the consideration of fluctuation.” 

Now let us vary the hypothesis and suppose that our quesitum 
P is the average height of the houses in a town; that height 
which being multiplied into the area built over will give the 
cubical content of the buildings. It would not now be advis- 
able, it might deserve the sarcasms of Mr. Walsh, to allow more 
weight to the observations of height in districts where there 
is greater uniformity of height. For there is now no guarantee 
that observations made in those districts may do duty for 
heights in other quarters as representatives of the sought 
average. It may well happen that uniformity of height is 
characteristic of small low houses built on a uniform pattern, 
for the use of the poor, while the loftier structures reflect by 
their diversity the variety of tastes which the rich are free to 
indulge. 

From this illustration our readers will understand the rele- 
vance of the hypothesis that the change in general prices is con- 
nected with a common cause, such as a change in the quantity 
of money, or some less distinctively conceived agency which 
tends to affect each constituent of the average with one and the 
same increment—apart from the proper fluctuation of each due 
to sporadic independent causes. This is what our critic has not 
realised. He continually criticises methods appropriate to the 
creek as if they were applied to the case of the city. He ignores 
the relevance of more or less distinct knowledge about the 
circumstances on which it depends whether a good and stable 
average is obtainable. It is as if the prescriptions given by 
medical science for different cases were applied indiscriminately 
by one not conversant with the symbols of pharmacy. The 
confusion would more readily be incurred by one who believed 
that in reality there is only one case. 

In this connection it may be admitted that if we are restricted 
by practical considerations to one prescription, it should not 
include adjustment of weights on grounds other than mass of 
value, nor other refinements, such as the use of the median. 
These are counsels of perfection, hardly adapted for common use; 
‘‘ if in the present state of statistics and public opinion it appears 
too difficult and delicate a matter to weight the data on the 
principle of fluctuation” (loc. cit. p. 288). ‘‘ It may be doubted 
whether the practical worth of these subordinate modifications 
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corresponds to their theoretical interest’ (ibid. p. 268 and 
context). If we are limited to a “ general purpose’”’ index- 
number (in the phrase of Professor Wesley Mitchell), that formula 
for general use should be a familiar one (E. J., 1898, pp. 189, 
197). 

The counsels of perfection were offered in a spirit which 
Mr. Walsh should appreciate, as being in harmony with his own 
excellent advice about the treatment of the problem. “It is 
a mathematical problem, needing to be solved in theory first ”’ 
. . . “The others (‘ practical men ’) should take the solution of 
the problem of averaging from the theoretician, modifying it 
to suit their practical purposes ”’ (89). 

Altogether a considerable reduction of differences might 
be hoped for from mutual explanation conducted with good 
temper. But it could not be expected that any third party 
would follow with interest the process of disentanglement. 
Moreover, there would remain a certain amount of dissent, due 
to differences regarding the technique of Probabilities. I pro- 
pose to exhibit the issues thus raised in a third section; which 
will be more appropriate to a Statistical than an Economic 
Journal.} 

F. Y. EDGEWoRTH 


1 See Statistical Journal, July 1923, 
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Industrial Negotiations and Agreements. (London: The Trades 
Union Congress and the Labour Party. 1922. Pp. 76. 8vo. 
Price 2s.) 

British and Continental Labour Policy. By B. G. De Monrt- 
GomeRY. (London: Kegan Paul, Trench, Trubner & Co. 
1922. Pp. xxvii + 575. 8vo. Price 21s.) 


Labour Policy—False and True. By lLynpEN Macasszy, 
(London: Thornton Butterworth. 1922. Pp. 320. 8vo. 
Price 7s. 6d.) 


THE aftermath of the Great War must be linked in many 
memories with industrial strife and ‘labour unrest.” That 
warrant is being given for some pessimism cannot be denied; 
and yet these three books should, we think, beget a wholesome 
trust in the relations of British employers and employed. While 
ugly facts and gauche sentiments could not be hid in such a 
wide minute survey, we have gained the broad impression from 
these keen searching scrutinies that the balanced temper and that 
discreet love of compromise which, illogically perhaps, avoiding 
both of two extremes, seeks and finds a middle course have not 
deserted the great mass of capable British manufacturers and 
merchants and sterling British working men and women in recent 
troublous times. 

The huge waste of wealth caused necessarily or increased 
perversely by belligerent and later operations has removed the 
ground, never very sure, beneath large hopes of grand “ recon- 
struction.” But the informing comparison made by Mr. De 
Montgomery of the “ political labour movement and labour 
legislation in Great Britain, France and the Scandinavian coun- 
tries’ between 1900 and 1922 must, we feel, be considered to 
have demonstrated, in favour of the first of the five nations 
concerned, not a few superior advantages, though he has pointed 
also to impending danger and existing drawback. In a similar 
vein of justified congratulation we read Mr. Clynes’ preface to 
what he describes, with a partial regard that may be forgiven, 
as the record of the ‘‘ immense amount of service rendered by 
Trade Unions to millions who benefit from their work.’’ He 
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states the gist of the “ achievement” recorded in detail in the 
first of the books we are noticing. The source from which it 
issues cannot be suspected of any inclination towards the claims 
of Capital, and the commentary betrays the twist caused by 
Labour’s obsessions. But who of either party, or of the public 
that must benefit by industrial peace and suffer from its breach, 
can but rejoice to hear such words as these ?— 


‘“‘ The duties of negotiation no longer come with any element 
of surprise. In most industries those duties proceed with 
automatic precision. Councils, Boards, and fixed Conferences 
bring together representatives of the two sides, and Agreements 
arise as the result of discussion and bargain. There are failures 
and breakdowns. There are occasions when differences are 
so acute that agreement cannot be reached, and accordingly 
there are industrial stoppages. But stoppages are few in 
comparison with the number of cases amicably settled through 
the medium of negotiation.” 


This most recent well-authenticated narrative of what has 
been done, in the main by “ non-enforceable ” agreements, can 
be commended to our croakers. It has confirmed our own 
persuasion, derived from previous English and American litera- 
ture, that on the crucial question of ‘‘ industrial peace ”’ we are a 
generation in advance of the United States. That is one handicap 
to note when we are reckoning fearfully the pace of our most 
formidable competitor in business enterprise. 

Nor does Sir Lynden Macassey’s candid “ study in economic 
history and industrial economics ”’ give a contradictory verdict. 
His frank ervposé of the miscalculation and prejudice of Labour’s 
‘ false policy,” and of the costly errors and disastrous sequel of 
much governmental action in industrial affairs, does not exclude 
a sanguine outlook. In the third, most novel, section of his book 
the statement of the “right relationship ’’ between employers 
and employed points clearly and emphatically to likely means 
of marked improvement. A writer, who has the “ utmost con- 
fidence,” born of a wide and “ practical experience,’ in the 
“robust common sense of the British employer and the British 
workmen ” could not be discouraging. Let us note his actual 
words :— 


“Time after time, during the war, when an industrial 
catastrophe seemed inevitable, I have seen common sense, 
acting on the national genius for compromise, serve to prevent 
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both sides from going over the brink of the abyss that sud- 
denly yawned. Along these principles a solution can be 
secured that will be stable and satisfactory alike to employers, 
the workers and the community.” 


This is the heartening speech of British practicality. It 
corroborates the view that in these timely books, taken together, 
a good dose of invigorating tonic is administered by no ignorant 
or bungling hands. The accord of such a trinity of experts is 
welcome, when some gloomy friends bid us mournfully despair 
of the commonwealth, and other avowed or secret foes predict 
with acrid glee its murder. 

The books overlap. That for which the Trades Union Congress 
and the Labour Party are jointly responsible is concerned with 
only one of the topics treated by the other two. But Mr. De 
Montgomery and Sir Lynden Macassey travel over much the 
same ground, so far as the time covered is that occupied by the 
war itself and that which has since elapsed. They differ in some 
of their interpretation of conduct and incident, and the larger 
treatise of the Swedish writer, going further back, embraces 
reference to France and Scandinavia. On what has in fact 
occurred there is, substantially, accord between the three. 

“Industrial Negotiations and Agreements” are discussed 
under the two divisions of “legally enforceable’ and “ non- 
enforceable ’’ agreements. The temporary intervention of the 
State during the War to “ control labour supply,” to which the 
“ establishing of rates’ of wages was a “necessary corollary,” 
is, not unfairly, dismissed as “rough and ready machinery,” 
which, working with “ much friction,” could be justified alone 
by the ‘‘ paramount importance ” of the “ national interest.” 
More attention is fixed on the more permanent institution of 
Trade Boards, settling ‘“‘ minimum rates ”’ which “ tend,” “ in 
practice’ to become “ maximum rates,’’ and on the provisions 
of the Coal Mines Minimum Wage Act of 1912. But, we are 
reminded, ‘‘ compulsory arbitration has always been rejected by 
the British Labour movement.” That stubborn attitude should 
be remembered, though it is overlooked by superficial precipitate 
apostles of the gospel of harmony. It is a significant, but not 
discouraging, consequence that “ non-enforceable ” agreements 
have been most instrumental in preventing strife and conserving 
peace. In this direction, where the guarantee is furnished by 
Trade Unions on the one side, but also by powerful combinations 
of employers on the other, as the means of representative negotia- 
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tion, the advance has been considerable. The service done is 
great. The most useful and felicitous office has been the opening 
of easy ways for interpreting, and adapting to the special con- 
ditions of particular localities, or undertakings, or classes, or 
individuals, the terms of a general arrangement made for whole 
industries or entire districts. As a mode for staying the develop- 
ment of a petty grievance or a minor misunderstanding into the 
dimensions of a large and long strike or lock-out such mechanism 
has amply proved its worth. 

Of “‘ conciliation,” “‘ arbitration,’’ or that ‘‘ mediation ’’ which 
brings the disputants together, or reduces to the vanishing minimum 
in quantity and quality their differences, or, at the psychological 
moment, bridges the separating space, the first has in practice 
been most often, most widely and most successfully invoked. 
The entry of the State, following the lines of the third rather 
than the second, has been pushed forward, notably in the Con- 
ciliation Act of 1896, and, since the War, in the Industrial Courts 
Act of 1919, and it is possible, or probable, that a still further 
move should be made after the pattern set by Canadian legisla- 
tion, insisting on preliminary public inquiry into the merits of a 
quarrel where the continuance of work of public utility is threat- 
ened with interruption. But, the pamphlet before us argues, 
the Whitley Councils, perhaps the most outstanding consequence 
of the War and its aftermath in this connection, have, in almost 
every case, in wage-arrangements, followed the “old lines,” 
and brought nothing “‘ new or revolutionary,” and they represent, 
conspicuously, the method of “conciliation.” The example of 
compulsory arbitration, in New Zealand, once so vaunted, does 
not now invite imitation. In Chapter IV, by contrast, of this 
pamphlet, on the ‘‘ present organisation of negotiating machinery 
and inter-union action,” and Chapter V on “ collective agree- 
ments,’ we can inspect the abiding and indubitable triumph of 
conciliatory schemes, showing a great variety of elastic detail 
and applying to a considerable number of the important industries 
of the country. The record is plain. Much, very much, has 
been accomplished. The literal facts are faithfully exhibited, if 
the complexion of some obiter dicta is coloured so as to suit the 
readers for whom they are specially intended. 

In the final chapter, on sliding scales, a curious evolution is 
traced from the growing disfavour, and, compared with former 
prevalence, the almost total disuse, of the old type of scale in 
which changes of wages followed on fluctuations of selling prices, 
to the extensive introduction of the new mode, by which 
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movements in the standard cost of living lead to a rise or fall of 
remuneration. Experience disclosed certain drawbacks in the 
former—an expedient once hailed, with perhaps ill omen, by a 
sober economist as the “‘ greatest discovery ”’ in the distribution 
of wealth since Ricardo’s enunciation of the theory of rent. 
Still affecting, we are here told, “‘ over 80 per cent. of the iron 
and steel workers,” it concerned by 1922 “ only about 0°2 per 
cent.”’ of miners, while ‘ at least 80” scales of the second sort 
were in operation, dealing, so it was estimated, with some 
2? millions of workers. But nevertheless they have “ not been 
adopted by some of the largest and most important classes of 
workers, nor, in some cases, where they are in force, have they 
been regarded as satisfactory by all the workers.” From both 
sides, as with the earlier scales, details have attracted criticism 
and provoked objection, such as those of the construction of the 
‘“‘index-number ” used. But, furthermore, Labour, recognising 
that the arrangement leaves Unions free to ‘‘concentrate ” upon 
an improvement in “ real wages,’ may yet wish to dispute the 
basic rate. Capital, on the other hand, remaining liable to 
such annoyance, may be mulcted so heavily by the lack of 
correspondence of the rate of wages to selling-prices, or to the 
expense of other factors besides labour in the cost of production, 
as to lose or forfeit custom, and may withdraw, willingly or 
perforce, from investment and from enterprise, because the risks 
become too formidable. From the standpoint, too, of the rest 
of the community, Sir Josiah Stamp has lately urged, wage- 
earners have no equitable right, or at least no indisputable claim, 
to be saved from participation in the loss occasioned by diminished 
or impaired production. That may be reflected in a rise of price 
of the constituents of their livelihood, and at the moment we 
are confronted by the waste of war, aggravated by inflation. 
It is relevant to add that the recent agreement in coal-mining 
involved recognition, though it may be in a shape not fitted to 
satisfy, of a third variety of scale, whereby wages would depend 
partly upon profits. It is treated inadequately here as a reversion 
to the old first type. 

This compact report, with its appended charts, is very fruitful 
in suggestion; but it has now detained us long enough, and we 
pass on to Mr. De Montgomery’s elaborate and important treatise, 
filling seven times as many closely-printed pages. For full 
appreciation this would obviously demand the careful repeated 
study by its readers which evidently has been given to its pre- 
paration by its equipped industrious author. Within its limits, 
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which are wide, it is indeed exhaustive. No pains have been spared 
to get at all the facts. No trouble has been avoided to ensure 
their full and fair statement. The general plan is easy to grip, 
and the detailed execution does not fall short in clarity of exposi- 
tion and logical arrangement of material. With most of the 
commentary and reasoning we find ourselves in substantial, if not 
entire, agreement, though wé can understand that some critics 
should take offence at very positive pronouncements on vexed 
questions, and at censure, or approval, that certainly does not 
lack confidence or decision. Discussing, first, separately, the 
general development of the political labour movement in each 
country treated, Mr. De Montgomery then attempts a summary 
survey of them all together; and in the second portion of his 
book he deals with “ special issues ” of “‘ labour policy,” such as 
the legal position of trade unions, conciliation and arbitration, 
unemployment and nationalisation. The “study” is based 
primarily on “ official documents and authoritative expressions of 
opinion,”’ but information has also been got from the “ great 
mass of Labour literature’ and from “ correspondence and con- 
versation with politicians, Labour leaders and employers.”’ 

Our author has cast his net wide, and we detect few omissions. 
We might indeed suggest that for France Dr. Estey’s Revolutionary 
Syndicalism should have been consulted, and that a disproportion- 
ate use, which is not, however, unnatural, is made in the English 
section of a Scandinavian authority. Some, too, of the evidence 
of English origin does not, we think, carry the full weight attached 
to it here. We doubt whether there is sufficient warrant for 
declaring that ‘“‘ Made in Germany” “opened the eyes” of 
many people to the “ precarious industrial situation” of our 
country; nor should we subscribe without reserve to the account 
given of the industrial outlook of England just before the War. 
We, again, are bold enough to hold, and to assert, that uncon- 
scious, still more, conscious, Socialism would misrepresent the 
real permanent convictions of the bulk of the rank and file of 
English labour. Such a creed, or some of its best-known articles, 
have been slimly brought into prominence by the tactical craft 
of the astute intellectuals of the Labour Party, and the infection 
has been subtly spread, we regret to note, through membership, 
temporary, if not permanent, of the staffs of some government 
departments. Capturing at any rate the authoritative vehicles 
of public expression a clever advertising coterie, so it appears to 
us, has, for the time, dragged in its train, with unwilling, if it be 
politic, acquiescence, the less vocal, but not less statesmanlike, 
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Trade Unionist officials of the older, soberer, more responsible 
type, while younger inexperienced agitators have vented defiantly 
their enthusiasm in glad clamorous response to the red flag held 
out to them of internecine enmity to Capitalism and Capitalists. 
Yet we must allow that we do not see how in these circumstances 
it was possible to consider, or describe, the political Labour move- 
ment, even in this country, as not becoming more and more 
tightly tied outwardly to the fetishes and dogmas, the positive 
large overthrow and the vague negative reconstruction, for which 
open and avowed Socialists feel, and exhibit, a complacent but 
servile regard. Sir Lynden Macassey, we understand, supports 
some such view of the inner position as we entertain, but it is 
certainly this apparent common trend which Mr. De Montgomery 
is so careful to trace meticulously in the earlier portion of his 
book. He contrives, however, to bring out also important 
differences in the process, as it has been conducted, or has moved, 
in the various countries he considers, and not the least merit of 
his treatment attaches to such apercus. 

In France the great number of small independent employers 
has been a factor of importance. French Socialism is fissiparous. 
It is less disciplined than that of some other countries. The 
origin of the extreme recent type, Syndicalism, is found across 
the Channel, though it has spread elsewhere, assuming, however, 
among British working men a different guise. Mr. De Mont- 
gomery notes the curious contradiction that, while present social 
and economic inequality in Britain can be traced in large measure 
to the uneven distribution of landed property, dating far back, 
the average British labourer possesses and displays the “‘ practical 
sense ”’ and the “ deliberate mind ” associated in theory and fact 
with peasant owners. Unlike the “ logical ”’ Frenchman he gives 
his regard, not to the final goal, but to the next step. He is not 
usually swayed by large ideas, and Sir Lynden Macassey instruc- 
tively maintains that the plain man in his ranks cares little, if at 
all, for the vast projects of his Socialist instructors, and is not at 
heart concerned to push through to the bitter end, with such 
prompting, a “class war.” Indeed, Mr. De Montgomery shows, 
the ‘‘ aristocracy ” of Labour often keeps proudly aloof from the 
lower “‘ democracy.”’ On the other hand, as he argues with much 
force, ‘‘ca’ canny” is the most obvious danger which now 
menaces the economic future of Great Britain, needing, especially, 
as she does, a maintenance of output in proportion to her popula- 
tion. In France, by contrast, the workman is so “ realist,” that 
he fastens his notice and directs his efforts to increased production. 
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He welcomes, so we are assured, even “ labour-saving ” machinery, 
and he is not suspicious of “ scientific management.” Similarly, 
French Socialism is compelled to compromise with peasant owner- 
ship, and such private property in land is inconsistently counte- 
nanced on the specious plea that it is held for “‘ use’ and is not 
worked for “ profit.” 

Examining the position in the Scandinavian countries Mr. De 
Montogmery shows that in Sweden, where a Socialist Ministry has 
held office, and, as in Norway and Denmark, much State activity, 
and large State property, exist, the presence and the claims of 
peasant proprietors have too to be borne in mind by recon- 
structors, and it has been laid down expressly that nationalisation, 
before recognition or extension, should prove itself compatible 
with increased output. In Norway, however, Socialism of a 
violent hue, seeking alliance with Bolshevism, is noticeably 
evident, but in Denmark the labour movement is at once older 
and more moderate than in the other two Scandinavian lands. 

On separate subjects Mr. De Montgomery is equally informing. 
We would direct attention to a few of his remarks. On the exact 
character and results of the Osborne judgment he sheds new 
light. It would be difficult to dissent from his conclusion about 
unemployment that the rate of wages must, in the end, conform 
to the supply of and the demand for labour; nor could he easily 
be shown wrong in the emphasis placed, in his treatment of 
nationalisation, at any rate as a general policy, on the paramount 
need of maintaining private thrift, although, when he turns to 
special applications of the idea, he rightly, no less aptly, argues 
that the common allegation of the evil of bureaucracy should be 
weighed according to the particular circumstances. He perti- 
nently points on the former question to the prevalence of the less 
perplexing “seasonal” and the absence of the more difficult 
* cyclical’? unemployment in France and Scandinavia compared 
with Britain, and on the latter matter he again refers to the larger 
extent of State property in the foreign countries contrasted with 
our own. Nor is it without significance that, as he says, “ collec- 
tive agreements ” on wages and conditions of work have received 
legal sanction abroad, while in England the situation can be 
summarised as “‘ voluntary quasi-arbitration combined with semi- 
voluntary conciliation.” 

Sir Lynden Macassey’s contribution to the ‘labour problem ” 
has justly been greeted by the public and by many experts as 
an illuminating timely essay. He writes, he reminds us, neither 
as employer nor as politician. But he claims experience gained 
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from ‘“‘some three thousand close and intimate conferences 
during the war with employers’ organisations, Trade Union 
executives, district and branch committees, together with many 
mass meetings . . . to say nothing of having one’s finger daily 
on the pulse of over one million men.”’ He is, his readers will 
gratefully testify, a shrewd, independent critic and a keen sensible 
observer. His attitude throughout is “ realistic,” and we feel 
that we are in intimate contact with concrete men and things and 
are not put off with any abstract speculation. The air is free from 
mistiness, the wind direct and strong, the temperature bracing. 

Sir Lynden is an unsparing critic of what he describes in his 
first part as the “false policy’ of Labour, and he shows no 
hampering scruple in judging ‘‘ Government labour policy ”’ in 
his second part. But, while he animadverts severely on mistakes 
made by the Government during the War, as in idle menace 
followed by tame concession, or in tardy attention to a critical 
situation which required strong prompt notice at the outset, 
he affirms the necessity, and urges the advantage, of labour 
exchanges as an effective instrument for dealing with pressing 
matters that could not be burked, he holds stoutly that the 
temporary provision made for unemployment, large and lavish 
though the expenditure was, prevented a more perilous upheaval, 
and he maintains that a distinct Ministry of Labour is now still 
required to fulfil important duties. Similarly, he demonstrates 
his impartiality and exhibits his sagacity in what he says about 
Labour, its leaders and its rank and file. He properly distin- 
guishes between the former and the latter. As we have 
remarked, he treats the average British workman as an ordinary 
British citizen, animated by a love of fair play and guided by 
a sense of what is just. He has, Sir Lynden contends, no deep 
affection for Socialism, and no determined penchant for class 
strife. The “ false’? Labour policy announced by some who 
profess to “ lead ”’ sets its face erroneously against ‘‘ Capitalism,” 
which it misdescribes, or misconceives, and it fancies nebulous 
vague phrases rather than works out or puts forward definite, 
careful, tangible plans. And yet, as Sir Lynden shows in what 
we deem his most valuable third part, industrial discontent 
should not surprise. The “true’’ Labour policy explores its 
causes, and seeks their removal. 

The workman may be crudely ignorant of economics, he 
may not know, or may miscalculate, the factors of wage-deter- 
mination, and he may draw wrong inferences from the spurious 
prosperity of the high prices and swollen earnings of war-time. 
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But genuine and potent reasons for discontent can be discovered. 
They can be found in increased education begetting, or nurtur- 
ing, a natural desire for an improved standard of general comfort, 
in a bad environment of housing and the like, in a justified dread 
of recurring unemployment, as well as in widespread suspicion 
of the motives and the behaviour of employers, and in a belief, 
confirmed by events, in the power of agitation to extort con- 
cessions. Even a “ ca’ canny ” policy, temporarily advantageous, 
though finally injurious, may find apology, if not excuse, in the 
extreme subdivision of labour accompanying mass-production, 
which robs the individual worker of all interest in a fine, finished 
product as a whole, and substitutes, with deadening influence, 
monotonous, perhaps automatic, repetition. 

To meet these conditions, some of which, we fear, seem inevit- 
able, Sir Lynden suggests various modes of conduct, by which 
the three essential requirements of ‘‘ contentment, co-operation 
and production’ in industry may be guaranteed or at least 
promoted. He examines indeed shrewdly and suggestively what 
should be the right relationship of Government to industry and 
that between industry and the community. But he is most fresh 
and most apposite in his treatment of the right relationship 
between employers and employed. Here he insists on recognition 
of the human aspect and aptly urges that the possession of 
technical ability does not involve command of the supreme art of 
management of men. The one, however, is sought for high and 
low, and is handsomely remunerated. The other is too often 
lost sight of altogether, or is treated as of minor or subordinate 
consequence. Yet Sir Lynden but reinforces here the known 
fact that the attitude and deeds of the foreman who is present 
are a more fertile source of irritation and a more obstinate cause of 
friction than the disposition or the conduct of the employer who 
is in the background. 

As we bring to a close our notice of these three interesting 
books we would repeat that, together, they supply the harmonious 
component parts of a faithful picture of the existing state of the 
industrial world around us, which should be seen, and inspected, 
by every economic student. We are glad to think that they also 
offer cheering glimpses of a bright future for our country. Such 
rational expectation, resting on firm fact, should discount the 
influence of the fantastic whims of academic Socialists and of 
the sombre forecasts of political Cassandras which have lately 
got exaggerated hold of popular apprehension. 

L. L. Pricr 
No. 131.—voL. Xxx. BB 














EARLY LIVERPOOL COTTON IMPORTS AND THE 
ORGANISATION OF THE COTTON MARKET IN 
THE EIGHTEENTH CENTURY 


TuE early history of the cotton trade of Liverpool is wrapped 
in some obscurity. The year 1758 has been generally accepted 
as the date of the first importation of cotton, on the authority 
of Sir James Picton, who recorded in his Memorials of Liverpool 
an isolated advertisement of November 3, 1758, offering for 
sale by auction twenty-five bags of Jamaica cotton.’ An earlier 
advertisement than this, however, was brought to light by Thomas 
Ellison, who recounted almost gleefully, in his Gleanings and 
Reminiscences, the fact that he had been able to antedate “the 
hitherto-accepted earliest announcement” by some seventeen 
months.” Ellison was evidently convinced that there was no 
regular importation of cotton into Liverpool prior to 1757, but 
merely occasional receipts of ‘‘ small quantities of the staple.” 

That there was a small but steady flow of cotton into the 
port by 1756 is evidenced in the early issues of Liverpool’s 
first regular newspaper, which appeared in that year.2 The 
first five numbers of the paper quote, under the heading ‘“ Prices 
of Goods at Market,” Sugar, Cotton and Rum as well as Wheat, 
Barley and Oats. The first seven numbers show that between 
May 28th and July 9th, 1756, over 400 bags of cotton arrived, 
mainly from Jamaica, but including also four bags from North 
Carolina. Unfortunately in subsequent issues no statistics are 
given, but there are frequent references to the receipt of cotton. 
On this foundation it seems safe to assume that by 1756 the trade 
of Liverpool in cotton was of fair standing, and this is actually 
borne out by still earlier evidence. 

In 1721 the Act was passed which prohibited the use of 
printed or dyed calico, even though the processes of printing or 
dyeing had been performed in this country. The prohibition did 
not extend to fustians, and printed fustians in consequence became 
important. The jealousy of the woollen manufacturers led them 

1 J. A. Picton, Memorials of Liverpool (1875), i. p. 207. 

2 T. Ellison, Gleanings and Reminiscences (1905), p. 1. 


3 Williamson’s Advertiser, a weekly newspaper. The first number appeared 
28th May, 1756. 
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in 1735 illegally to conduct propaganda against the wearing of 
these fustians and even to proceed against the wearers.!_ In the 
immediate outcry which followed many petitions were presented 
to Parliament for the interpretation of the Act. Among them was 
one from Liverpool merchants interested in the import of cotton, 
who petitioned “ in behalf of themselves, and other the Merchants 
and Traders in the said Town of Liverpoole, and also in behalf 
of the Manufacturers of Fustian, and the Dealers therein, in 
the several Counties of Lancaster, Chester and Derby.”? The 
nature of Liverpool’s interest in the fustian trade was explained 
by the evidence of a Liverpool merchant, John Hardman, given 
on behalf of the Manchester petitioners. The port profited con- 
siderably by the triangular trade between England, Guinea and 
the West Indies: woollen goods were exported to Guinea, slaves 
obtained in exchange, carried to the West Indies, and there 
bartered, together with miscellaneous merchandise, for colonial 
produce which was brought to this country. Among this produce 
emphasis is laid upon cotton “‘ which is taken in last, and is 
One-fourth Part of the Loading of most of the Ships which come 
from thence, and is chiefly made use of in the Manufacture of 
Fustians.”’ As much cotton was imported annually into Liver- 
pool from the West Indies, according to Hardman’s statement, 
as ‘‘when manufactured would amount to about the sum of 
£40,000,” and he himself claimed to have sold each month for 
several years past 100 bags of cotton, of an average weight of 
200 lb. per bag. The course of trade described by Hardman 
cannot have been of long duration, since the African trade was not 
thrown open until as late as 1730. Perhaps even in his time, in 
view of the success already attained by the Liverpool merchants 
in driving their Bristol rivals out of the West Indian trade, cotton 
was brought to Liverpool also by ships which traded directly 
with the West Indies and took no part in the African trade. In 
1709 only 84 ships in all were owned at Liverpool,* while by 1752 
they numbered 220, of which 106 were engaged in the West 
Indian and American trade.5 By 1770 the total number of ships 
had risen to 309.8 


1G. W. Daniels, The Early English Cotton Industry, pp. 20-23. 

2 Journals of the House of Commons, xxii. p. 592. 

3 Jbid., pp. 566-567. John Hardman is described by Picton as having come 
to Liverpool from Rochdale. He was elected member for the borough in 1754, 
and died a few months after election. Memorials of Liverpool, i. p. 184. 

4 Enfield, History of Leverpool (1773), p. 67. 

5 Liverpool Memorandum Book, 1753. 

6 Enfield, op. cit., p. 67. 

BB2 














364 THE ECONOMIC JOURNAL [SEPT. 


It is possible only to guess at the extent of the Liverpool cotton 
import from the indications given in Hardman’s evidence: prob- 
ably it was not much more than 2,000 bags. In twenty-eight 
weeks of 1769 over 2,000 bags arrived, including more than 300 
from Leghorn and Lisbon and 20 from North America.1_ No 
complete statistics are available until 1770, when 6,043 bags— 
more than one-quarter of the total importation of cotton into 
the country—were received.” The rate of increase in the import 
of cotton into the country between 1781 and 1791 was nearly 
320 per cent., but Liverpool’s rate of progress was even greater, 
so that it gradually drew away from its rivals, Glasgow, White- 
haven, Lancaster and Bristol, and approached nearer to London, 
up to that time the premier port for cotton. From 1790 to 1792 
Liverpool easily outpaced London, then fell temporarily behind 
for two years, but held the lead steadily from 1795 onwards.® 
Liverpool’s share in 1801 was 98,752 bales out of a total for the 
country of 260,485 bales.* 

Just as in point of time the beginnings of the cotton trade 
in Liverpool have hitherto remained obscure, so also the accounts 
which exist of the early organisation of the market present aspects 
first of confusion and then of simplicity which are not supported 
by a more complete examination of the evidence, and are not in 
keeping with the logical, if slow, development which might be 
expected. It is difficult to recognise the existence of any 
uniformly prevailing custom in Ellison’s account,5 though he 
was undoubtedly led astray by thinking only in terms of a 
“ trifling and intermittent’ import. The growth of a specialisa- 
tion in cotton-marketing is clearly traceable, although it is 
impossible in the eighteenth century to draw sharp lines of 
demarcation between the functions of the various participants. 
The general merchant and the general broker precede the cotton 
merchant; the cotton merchant and the cotton dealer appear 

1 These figures are compiled from the weekly returns given in the existing 
numbers of Williamson’s Advertiser. 

2 Enfield, p. 78. 

* Ellison, The Cotton Trade of Great Britain (1886), p. 170. 

4 J. A. Mann, The Cotton Trade of Great Britain (1860), Tables 16 and 27. 

5 The Cotton Trade of Great Britain, p. 165. ‘‘In the infancy of the trade 

. the cotton imported was for the most part sold to dealers, who retailed it 
to spinners. . . . Sometimes it was sold direct to the dealers by private treaty ; 
at other times by auction, either by the importers themselves or by brokers in 
their employ. Sometimes the dealers themselves attended the auctions, and 
purchased direct; at other times they commissioned brokers to attend and buy 
on their account. Occasionally the importers sold direct to spinners, but instances 
of this kind were very rare. Occasionally, too, spinners purchased through 


brokers whom they commissioned to report on imports and offerings at auction ; 
but only a small business was done in this way.” 
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before the cotton broker. Only as the supply of cotton rose to 
meet the sharply rising demand could the cotton merchant and 
the cotton broker, as specialists, find a place in the system. 
Even then the merchant was sometimes also a manufacturer, and 
the broker often acted in the capacity of both importer and 
dealer. : 

Merchants of Hardman’s type in the early days of the trade 
probably sold by private treaty to the fustian manufacturers. 
The arrivals of cotton into Liverpool at that time must have been 
often irregular, but Hardman’s account of selling 100 bags per 
month rather suggests, if this is not reading too much into his 
words, that it was sold more or less continuously from his own 
warehouse, and presumably to a circle of regular customers. As 
the number of merchants increased, some of them having only a 
small share in these ventures, it would become the function of 
the general broker to effect sales of the miscellaneous produce 
coming into the port. It is noteworthy that after the issue of a 
regular newspaper in 1756 advertisements appear from time to 
time of auction sales of cotton, such announcements apparently 
being inserted by the broker conducting the sale. An examina- 
tion of these announcements, however, as regards the amounts 
offered and the circumstances of the sale, leads to the conclusion 
that only a small portion of the cotton arriving was sold in this 
way. One may consider with good reason that auction sales 
were resorted to when damaged stocks were offered, or when for 
some reason a quick sale was desirable or necessary in the interests 
of the owner.! This view is strengthened by the fact that some 
of the importers of colonial produce had cotton and other goods 
on offer for private sale at their own warehouses, and advertised 
these in the papers without particular specification of quality or 
quantity.’ 

In 1766 there were 187 merchants in the town and not more 
than twelve general brokers.3 The eighteenth-century broker was 

1 The following extracts are from advertisements in Gore’s Liverpool General 
Advertiser (hereafter cited as L.G.A.) of 1784. Ist April: “‘ To be peremptorily 
Sold by Public Auction . . . 44 bags Grenada Cotton . . . for the purpose of 
settling a dispute respecting the same ”’; 8th April: “‘ 20 bags Damaged Cotton ”’ ; 
22nd April: ‘‘ 70 Bags and Pockets fine St. Domingo Cotton (Now landing out 
of the Edwards from Jamaica)”; 15th May: “18 Bags St. Domingo Cotton 
that came in damaged, but will be put in good order, A Parcel loose damaged 
Ditto, 19 Bags undamaged Ditto, being the Remainder of said Parcel”; 3rd 
June: ‘For the benefit of the Underwriters . . . 111 Pockets St. Domingo 
Cotton . . . which received ship-damage, but is now picked and put into good con- 
dition’; 10th June: “ Quantity of damaged Spanish and St. Domingo Cotton.” 


? Such announcements appear almost weekly after 1780. 
3 Gore's Liverpool Directory, 1766. 
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a useful go-between, whose chief duties were buying, selling and 
forwarding, but who could also effect insurance, collect outstand- 
ing debts, and even on occasion act as linguist and accountant. 
The first trader to be described as a cotton merchant appears 
before 1770,? in this particular case as successor to a firm of cotton 
spinners, but since his name is not to be found among those of 
the importers of cotton in the newspaper lists, he should perhaps 
be more properly considered as a cotton dealer. A grocer, who 
was also a dealer in cotton, appears in the ’seventies, as well as a 
dealer in linen and cotton yarn who subsequently became a 
cotton merchant.? Thus by 1780 there were at least two dealers 
engaged in the buying and selling of cotton, but the general 
brokers sold a large part of the cotton imported, and one or two 
of their number who gradually acquired a special knowledge of 
the manufacturer’s requirements were already beginning to act 
as agents on behalf of the Manchester buyers.* In the directory 
of 1790 four persons are definitely described as cotton brokers. 
Before enlarging on the significance of this development it is 
necessary to turn to another aspect of the cotton trade. 

It is impossible adequately to appreciate Liverpool’s part in 
the trade without some knowledge of the functions performed 
by the Manchester cotton market and of the relationship between 
the two centres. It is simplest to regard Liverpool with London, 
Bristol, Lancaster and Whitehaven as the wholesale markets 
which fed the big distributing centre at Manchester. All these 
wholesale markets were important throughout the eighteenth 
century: Liverpool became the permanently predominating 
market after 1795; but its proximity to Manchester, its inland 
navigations, its convenience for the West Indian and American 
trade, its progressive policy in the provision of dock and ware- 
house facilities, all counted steadily in its favour before the 
development of cotton-growing on a large scale in the United 
States finally established it in an unassailable position. The 
distribution of the raw material was an important part of Man- 
chester’s activity. Up to the close of the century there were very 
few spinners who bought in Liverpool: the buying was done by 
the Manchester merchants and dealers, many of whom bought 
from other ports as well as from Liverpool. Thus, in 1779, when 
a false rumour was current that Jamaica had been captured by 
the French, two Manchester dealers resolved to buy immediately 


1 Cf, L.G.A., 10th June, 1790. 

2 Gore’s Directory, 1769. 3 Ibid., 1774. 

4 H. Smithers, Liverpool, Its Commerce, Statistics and Institutions (1825), 
pp. 140-141. 
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in expectation of a rise in price. Some cotton was bought in 
London; one partner set off to Liverpool and bought there; 
an express was sent to Lancaster and another to Bristol. By 
these means 2,000 bags were secured. Unfortunately for the 
commercial success of the venture the rumour was soon contra- 
dicted, to the discomfiture of the enterprising dealers.1 This 
was a special case, it is true, but at least it gives a clue to the 
methods by which the trade was carried on. At what date dealers 
appear in Manchester it is difficult to say, but it is certainly 
curious to find that by 1774, consequent upon an agitation against 
the dealers, a company had come into existence which ‘‘ appar- 
ently existed for the purpose of buying cotton in large quantities, 
and then disposing of it to those who would sign an agreement 
to purchase from the company for six months.” The company 
had but a brief existence and disappeared in 1778. Ten years 
later there were as many as twenty-six cotton merchants and 
twenty cotton dealers in Manchester.* In 1804 there were more 
than sixty merchants and over forty dealers who traded in cotton, 
or cotton and twist.‘ 

Moreover, the Manchester sphere of influence radiated through 
the ports to most of the sources of supply: connections were 
made abroad for the supply of the raw material, some English 
merchants owned cotton plantations abroad,> while, on the other 
hand, some of the American and West Indian growers had agents 
in the ports. In this latter connection a familiar passage of 
Robert Owen’s Autobiography will be recalled which narrates 
how in 1790 or 1791 the first two bags of Sea Island cotton were 
consigned to Robert Spear (a prominent Manchester cotton dealer) 
by ‘‘ the Liverpool agent of the American planter, with a request 
that he would apply to a competent spinner to try its quality and 
to give an opinion of its value.” ® The weekly lists of goods 
imported at Liverpool ’ during 1790, stating as they do the ports 
of origin and the names of the consignees, reveal some interesting 
facts. In the first place an examination of these shows that, in 
spite of the inevitable overlapping of both sets of traders, the 
distinction between the Manchester merchants and dealers was not 
one of name alone. Cotton was consigned with more or less regu- 
larity to Dauntesey, Hulme and Co., to J. Doxon and to A. Clegg, 


1 J. Slack, Remarks on Cotton (Liverpool, 1816), pp. 1-2. 

2 Daniels, op. cit., p. 101 n. 

3 Manchester Directory, 1788. 4 Ibid., 1804. 

5 Slack, op. cit., p. 28; L.G.A., 5th Dec., 1766; 5th Aug., 1790. 
* The Life of Robert Owen, by Himself (Bohn’s Ed., 1920), p. 45. 

7 Printed weekly by L.G.A. 
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and since these names do not occur in the Liverpool directories, 
but are found among those of the cotton merchants in the Man- 
chester directory, there is at least a strong presumption that these 
consignees were actually the Manchester merchants of that 
name. During the year upwards of 2,000 bags, mostly taken on 
board at Lisbon or Bordeaux, arrived at Liverpool for those 
firms out of a total import of 30,000 bags.1 As for the Manchester 
dealers, they for the most part did business in a small way, 
probably buying at the port enough cotton to satisfy the needs 
of their customers for a fortnight or so, and then returning for a 
fresh supply.” 

The records of 1790 also show that the West Indian cotton 
was imported entirely by the general merchants, while the bulk 
of the cotton brought from the Mediterranean was consigned to 
those connected most intimately with the cotton trade. This can 
only be explained by the anxiety of the cotton importers to 
establish regular connections where cotton of good quality could 
be obtained, and by the fact that West Indian cargoes were of a 
miscellaneous character and the parcels of cotton but small, 
while, on the other hand, little was brought from Lisbon, Leghorn 
and Bordeaux® but cotton and fruit, individual shipments of 
cotton being relatively large. Again, among the importers of 
the latter were some of the so-called cotton brokers at Liverpool. 
The most important of them, the partnership of Holt and Davies, 
took over 4,000 bags, or nearly one-seventh of all the cotton 
which arrived during the year; to the second of them, George 
Marsden, came nearly 1,000 bags; but to the third, Tattersall, 
came only one or two parcels, and to the fourth, Waterhouse, 
came none at all. Evidently then the functions of cotton-brokers 
were as yet ill-defined; but all had a claim to the title, because 
they acted as buyers or agents on behalf of clients in Man- 
chester and elsewhere. This differentiated them from the general 
brokers, who, so far as cotton trading was concerned, acted as 
selling, and not as buying, agents. A buying broker was in 
existence as early as 1778, and was reputed to have bought during 
that year on behalf of J. T. and W. Edensor, the Manchester house 
of cotton merchants. Furthermore the eighteenth-century 
brokers established a custom which was later to become of con- 


1 Approximate figures compiled from the weekly lists of goods imported. 

2 Slack, op. cit., p. 20. 

3 “ Brazilian cotton was forwarded from Brazil to Lisbon in Portuguese 
ships, the Spanish to Cadiz; the French to Bordeaux, Nantes and Havre.” — 
T. Baines, History of the Commerce and Town of Liverpool (1852), p. 754. 

4 Smithers, op. cit., p. 141. 
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siderable importance, namely, the circulation of market informa- 
tion to their clients. A typical circular sent in 1796 by a cotton 
broker to a cotton merchant at Blackburn is printed in full by 
Ellison.? 

At the close of the century the Liverpool market was in a state 
of transition. Instead of the division of the brokers into buying 
and selling sections, which is commonly regarded as the next 
stage of development, there came an increase in the number of 
dealers at Liverpool, while the number of the brokers was added 
to only slowly, so that by 1807 there was a total of twenty brokers 
and dealers, about equally divided between the two classes.? 
It is true that the evidence of the directories on this point is in 
some cases conflicting, but this is not surprising, since a clear 
recognition of the duties of the broker came but slowly. Even 
in 1816 brokers acted as importers and dealers, and Slack laid 
it down that “ the duty, and only duty, of a broker is to be a 
middle-man between the buyer and seller, and not to buy and 
sell on his own account.’”’? The dealer, as distinct from the broker, 
remained then the important link in the system of distributing 
the cotton. The minimum number of hands through which the 
cotton should pass on its way to the spinner was held to be four: 
namely, the grower, a middleman between the grower and the 
shipper, the importer and the dealer. The increase in the number 
of dealers at Liverpool seems to indicate an increased amount 
of buying there on the part of the spinners. This presaged a 
degree of overlapping and resultant friction between the two 
markets, which only disappeared when later developments, 
notably the opening of the Manchester and Liverpool Railway, 
caused the elimination of the secondary market at Manchester.® 

But for the great expansion in the volume of cotton imported 
in the last quarter of the century, there would have been small 
place in the market for the cotton broker. On the other hand, 
that expansion was due to the improvements in manufacturing 
methods and to the production of new varieties of cotton goods, 
and so upon the dealers, and in turn upon the brokers, was thrown 
a greater responsibility in the choice of cotton of requisite clean- 
liness, length of staple, strength and colour. At this stage of 
market development grading and sampling were almost impossible, 
so that cotton could generally be chosen only by careful inspec- 
tion of the bulk. The range of cotton available was wider than 


1 Ellison, op. cit., p. 179. 2 Gore’s Directory, 1807. 
3 Slack, op. cit., p. 19. 4 Ibid., p. 28. 
5 §. J. Chapman, The Lancashire Cotton Industry, p. 114. 
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is generally realised. ‘“‘ In 1779, Cottons generally known then as 
fine cottons, were Cayenne, Surinam, Issequibo, Demerara and 
St. Domingo: the quality of the latter then being good staple 
and clean; the best of the other West Indies were Tobago, 
Guadaloupe, Grenada and Martinico, though many other kinds 
were then in use, but of a dirty description, such as Barbadoes, 
Tortola, St. Vincents, St. Kitts, Montserrat, Anguilla, Nevis and 
Antigua; the other cottons then known were from Turkey .. . 
such as Smyrna, Anatolia, Cyprus, Adonia, Dardanell, Salonica 
and Macedonia, the best of which were bought by the spinners of 
candle-wick; and many were used for weft cotton for heavy 
fustians, but none were used for twist, being of a feeble staple, 
though tolerably clean; the strongest staples were Cyprus and 
Dardanell, the latter the most dirty.” 1 Cotton was brought from 
Brazil about 1781 by way of Lisbon, and in spite of its dirtiness 
was discovered to be a fibre of general utility, so that the demand 
for it grew rapidly. Surat and Bourbon, two extremes in point 
of quality, came on the market about the same time, in 1783; 
Bourbon was excellently suited to mule-spinning, and high prices, 
rising in 1786 even to 10s. per lb., were paid to obtain it. Cotton 
was not imported from the United States in any appreciable 
quantity until after 1795. The new cotton quickly found favour 
with the manufacturers, thanks to the efficiency of Whitney’s 
gin; and the handsome profit which accrued to the growers 
stimulated them to a rapid extension of their plantations.” 
Inevitably cotton dealing remained a highly speculative busi- 
ness throughout a period in which the flow of the raw material 
from the centres of its production was but slow and uncertain, 
and in which the state of the market was a matter of conjecture, 
and not of calculation. There could be no nice adjustment of 
supply and demand when so long an interval of time separated the 
grower and the importer, when crop reports could have served no 
purpose had they been known, and when it was impossible to 
forecast how slowly or how quickly an expected consignment 
would be absorbed. Moreover the fluctuations of price were 
exaggerated by the military and naval alarums and excursions 
of the time. Cotton rose 2d. per lb. when Grenada was captured 
by the French in September 1779, and in October of the same year 
a rumour that Jamaica had been captured led to active buying, 
of which an example was given above. Speculation was rife in 
Liverpool in October 1791 on account of information having 
been received regarding an insurrection in St. Domingo. A sale 


1 Slack, op. cit., p. 13. 2 Ibid., pp. 23-24. 3 Ibid., p. 1, 
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of Sea Island cotton was announced in London in 1801, but when 
news came of the peace with France the cotton was withdrawn, 
‘“‘as the holders expected the article to be much higher.” Nor 
did the behaviour of the dealers help to steady prices: rather 
the contrary was often the case. At Liverpool it was customary 
for brokers to report informally what transactions each had 
carried out. The custom, excellent as it was, seemingly fell into 
abuse, for the grave allegation was made by Slack that certain of 
them circulated false reports, ‘sometimes at a less than the 
current prices of the day, but more generally at a higher, which 
has led some unguarded people into speculations, by which they 
have become serious sufferers.”? This abuse of their position by 
the brokers, if the allegation was justified, was ended by the 
more formal organisation of the market with its unwritten laws 
of conduct, but the general public on their side kept up for some 
time a speculative interest in cotton.’ 

In the last decade of the century, in view of Liverpool’s 
growing claim to be regarded as the chief cotton market of the 
country, and in view of the new trades springing up in the district, 
it is perhaps natural to expect some attempt on the part of the 
seaport to share in the obvious prosperity of the manufacturing 
areas. It should be remembered that the period 1781-1791 
saw an enormous development in the cotton industry, so that 
“there was not a village within thirty miles of Manchester, on 
the Cheshire and Derbyshire side, in which cotton manufacturing 
was not carried on,” * while the industry spread towards Liver- 
pool until it reached the village of Prescot,® only seven miles away. 
There is something rather remarkable about the rapid rise and 
decline of a cotton industry in Liverpool, but the whole affair 
was so transient that this dramatic entry and exit have failed 
to call forth much comment from the historian. Perhaps it is 
worth while to recount what facts can be gathered. 

There is evidence of some cotton spinning in Liverpool before 
1770, for there was a cotton spinning partnership in the town, 
as well as a linen-draper who would seem to have bought cotton 


1 Ibid., p. 15. 2 Ibid., p. 31. 

3 Smithers, op. cit., p. 140. 4 Chapman, op. cit., p. 37. 

5 The cotton factory at Prescot was advertised for sale in 1795; its equipment 
then comprised “ Twenty-three Weaving Looms, A Carding Engine. . . . One 


Ditto, Twelve Ditto, One Spinning Jenney, One Hundred and Twenty Spindles, 
One Ditto, Eight-four Ditto, One Roving Billy, One Cotton Picker, One Stove 
and Thirty Cotton Flakes... .” L.G.A., 12th Feb., 1795; The industry had 
also spread to Ormskirk, where there was a factory for spinning and weaving; 
there were also made ‘‘ Carding Engines, Spinning Jenneys, etc., 20 per cent. 
cheaper than elsewhere; Roving Engines, on the best construction ever made, 
to go by hand.”—L.G.A., 4th Nov., 1784. 
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yarn from domestic spinners.1 Between 1770 and 1790 only a 
solitary cotton printer is mentioned in the directories, the former 
cotton spinners having become cotton merchants. In 1790 a 
sudden and lively interest was manifested in spinning. An 
advertisement of November 4th in that year offered premises 
suitable for cotton spinning and weaving “in and near Liver- 
pool,” and required a partner “to take an active part in a 
carding and spinning concern, now at work by horses, near Liver- 
pool.” 2. Within a short time there grew up a self-contained and, 
in view of the circumstances, extensive industry. At least four 
mills were erected between 1790 and 1791,3 nor were they small 
ventures, but large and up-to-date erections, one being of six 
storeys in height. There were in existence in 1796 two cotton- 
picking factories, six spinning mills, one check-weaving factory, 
and one other “ cotton factory ’’ whose trade was not specified. 
At the same time there were among the tradesmen who carried 
on subsidiary occupations in the town, a calico-printer and a 
“ cotton-glazier,”’ three cotton-machine makers, and one “ cotton- 
machine and engine maker.’ *® The failure of an industry 
apparently so thriving and complete must have occasioned no 
small surprise to those who were responsible for the enterprise, 
but an adequate discussion of the causes of its failure demands 
further investigation and is beyond our present purpose. Possibly 
the rapid collapse was due to an under-estimation of the need for 
acquired skill on the part of the operatives, to the difficulty of 
providing motive power, while these newly established concerns 
must have been severely shaken by the commercial crises of the 
period, which tested rigorously enough their older rivals in the 
manufacturing districts. It is a curious sidelight, however, on 
the attitude of the town towards the cotton manufacture to find 
that over 300 people were employed in the workhouse, in 1794, 
on the picking and spinning of cotton. Here again the labour, 
as regards spinning at least, was ill-adapted to the work; it was 
reported that during 1794 no sales of spun cotton had taken 
place,’ and certainly some local opinion was directed against the 
unsuitability of the work and the high cost of production. The 
cotton factories had declined in number by 1804; there were 

1 Williamson’s Advertiser, 17th July, 1767. 2 L.G.A. 4th Nov., 1790. 

3 MS. note (p. 89) in the copy of Enfield’s History annotated and enlarged 
by Matthew Gregson, the Liverpool antiquary (1749-1824), 

* Picton, op. cit., ii. p. 200. 5 Gore’s Directory, 1796. 

® Liverpool Vestry Books, 1681-1834, ed. H. Peet, i. p. 334. 

? Ibid., i. p. 328, 


8 MS. note (p. f) in Gregson’s copy of Enfield. 
® Woodward’s New Liverpool Directory, 1804; Gore’s Directory, 1805. 
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then four spinning mills, one weaving mill and one picking factory, 


while no reference can be found to the machine-makers, who had 


bly migrated elsewhere. Three years later one spinning 


proba 
ave been the 


factory and one weaving mill would appear to h 


only survivors. 
STtaNLEY DUMBELL 


1 Gore’s Directory, 1807. 











REVIEWS 


Stabilisation, an economic policy for producers and consumers. 
By E.M.H.Liuoyp. (London: Allenand Unwin. Pp. 128.) 


Tuts is a most capable and stimulating little book, of a value 
and suggestiveness out of proportion to its unpretentious 
appearance and modest length. The author’s mind is socialistic 
in bias, in the sense that he is keenly alive to the wastes and 
disasters arising from the economic instability which in turn 
arises from unfettered individualism, and firmly convinced that 
mankind can and should take large and definite steps forward in 
acquiring collective control of economic forces. He is impressed, 
too, by the achievements of collective economic organisation in 
time of war; and if he does not always seem to attach full weight 
to the comparative simplicity of the end then sought or to the 
real cost incurred in attaining it, he disposes effectively of the 
fiction that all our post-war difficulties arose from the retention of 
Government control, and makes pointed criticism of the use made 
by private enterprise in 1919-20 of its emancipation. 

His exposition of his remedial proposals falls sharply into two 
parts. In the first he restates, in admirably clear and telling 
fashion, the case for deliberately attempting to stabilise the general 
level of prices by means of a conscious manipulation of the 
machinery of money and credit. His attack on the policy of 
deflation, his figures—few but fit, his damaging quotations from 
banking bigwigs, his demonstration that the unconditional 
restoration of the gold standard means under present conditions 
that ‘‘ our fate is apparently to be determined by the United 
States Federal Reserve Board ”—all this is excellently done, and 
forms a most lucid and readable statement of the case for those 
—whether the Labour politicians for whom Mr. Lloyd seems 
primarily to be writing, or others—for whom the longer and more 
involved works of Cassel and Hawtrey sit heavily on the stomach. 
Mr. Lloyd gives 85 per cent. above pre-war as the level at which he 
would like to see prices stabilised, which seems as reasonable as 
any other : and holds that such stability is worth any one country 
pursuing at the cost of exchange instability, though he would 
greatly prefer an international scheme, embodying a universal 
gold exchange standard, on the basis of the Genoa resolutions. 
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He seems to admit more frankly than Mr. Hawtrey that such a 
scheme would involve the ultimate disappearance of gold as a 
standard of value, but to ignore like Mr. Hawtrey the added 
difficulty which the depreciation of gold during its progressive 
dethronement might cast in the path of stabilisation. 

So far Mr. Lloyd’s views, if not universally accepted even by 
economists, are in strict accordance with the lines on which 
an important body of “‘ orthodox” economic thought has been 
rapidly travelling. Cassel and Hawtrey, Keynes and Fisher—here 
are mighty names to which he can appeal. The second part of 
his exposition, as he is aware, is likely to meet with a less cordial 
reception from the heirs of the “ orthodox ”’ tradition. It is one 
thing to attempt to stabilise the general price-level, quite another 
to attempt to stabilise the prices of individual commodities : 
yet that is what Mr. Lloyd proposes. That the play of the 
relative values of different things regulates production and 
consumption is what is on the whole the most satisfactory way, 
leaving the consumer as the ultimate dictator and guiding the 
producer to satisfy his wants—that even a Socialistic state would 
have to take over this mechanism of Value in order to make the 
most effective use of its limited resources—such are still the 
commonplaces even, and indeed not least, of those whom I will 
call General Stabilisers. To interfere with this mechanism may 
well seem to them dangerous, and to spell stagnation not stability. 
Yet here again Mr. Lloyd seems to me to make out a very strong 
case against undiluted laissez-faire. He is not unaware that 
secular changes in tastes and technique may lead to changes in 
relative values, however hard we may try to stabilise them. He 
is, I think, wrong in regarding this result as undesirable; but right 
in urging that it has small relevance to the problem of most urgent 
practical importance. That problem is to prevent fluctuations 
in individual prices from producing quite extravagant fluctuations 
in the output from year to year of staple commodities for which 
the demand is comparatively steady and should be tolerably 
easy to forecast (once general prices are stabilised) over, at any 
rate, a short series of years. Mr. Lloyd discourses of coal and oil, 
wheat and farm products, wool and cotton and rubber, and shows 
how in almost every case their post-war history is one of alternate 
shortage and superabundance, leading to alternate clamour from 
consumers and producers for the aid and protection of the State. 
To a large extent, as he points out, both parties—the producers 
with more effect—organise themselves to deal with the situation 
to their own advantage through pools and associations for 
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“‘ orderly marketing ’’ and for co-operative purchase: but the 
State, in his view, is the natural body to promote a continuous 
reconciliation of their conflicting interests, and to assist in coping 
with the physical difficulties of storage and grading, and with the 
financial difficulties of holding large stocks clear of the market for 
considerable periods of time. Mr. Lloyd is duly tentative and 
undogmatic about the forms which State intervention might take : 
he is careful to point out that it does not necessarily involve 
“nationalisation ”’ in any ordinary sense, but rather such devices 
as State participation in marketing pools and trusts. He is 
careful to point out too that (as the British farmer has learnt to 
his cost) such attempts at Particular Stabilisation, if they are 
to be effective, must, unlike General Stabilisation, be international 
in scope. In the present state of the world this fact alone sets 
the second part of Mr. Lloyd’s book further from the arena of 
practical politics than the first: but in it he has started a train 
of thought of high speculative interest, and one to which, in my 
judgment, economists and ultimately politicians will have to 
devote an increasing amount of attention in coming years. 
D. H. RoBERTSON 


Restoration of the World’s Currencies. By R. A. LEHFELDT. 
(London: P. S. King and Son. 1923. Pp. xii + 146. 
6s. net.) 


In monetary theory Professor Lehfeldt seems to me to be in 
some danger of falling between two stools. Accepting fashionable 
doctrine, he attributes the British slump of 1920-21 to a con- 
version of current account balances into deposit accounts and to 
diminished velocity of circulation rather than to the sudden 
closing down of the mine known as the Currency Note Account, 
which had been very prolific for a few years, but as a South 
African he recognises that, at any rate when the currency is gold, 
its value will vary with its supply and demand. But however 
this may be, he has provided a useful compendium of the broad 
facts of the present situation, and adds reflections upon them 
which are reasonable and valuable if not strikingly novel. (Per- 
haps we should say “ the recently past situation ”’ when we notice 
that he speaks of marks being at 1000 to 2000 to £1, and remember 
that this note will not be published for several months.) He 
regards a return to gold standards—old or reduced—as the only 
practicable policy. Like all good South Africans, he would like 
to see gold coin to some extent, at any rate, in the hands of the 
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people, and so far as the immediate future (“‘ at least a decade ’’) 
is concerned we need not fear that the value of gold will rise too 
high. For the more distant future he contemplates some inter- 
national policy favourable to the output of gold when its value 
threatens to go up, and unfavourable when it threatens to fall. 
With some justice he suggests that this particular kind of 
“managed currency ”’ is less likely to be mismanaged in the real 
or supposed interest of politicians than national paper currencies 
are. 
EpWIN CANNAN 


An Academic Study of Some Money Market and Other Statistics. 
By E. G. Peake, M.A., LL.B. (London: P.S. King & Son. 
1923. Pp. 64.) 


Tuts book is an interesting attempt to test some of the 
theories of Political Economy by statistical records. The 
particular series of facts selected for examination are the interest 
rate in London for floating money, the discount rates on three 
and on six months Bank Bills, similar rates in Paris end in New 
York, and the London—Paris and London—New York exchange. 
The method employed can be illustrated by the following case : 
It is observed from the tables ‘“‘ that in years when the discount 
rate was more than usual, for the time of year, above the floating 
rate, the floating rate tended to rise more ... than usual.” 
On the basis of twenty-three years’ records the coefficients of 
correlation are calculated between the difference between the 
floating and the six-months discount rates (x) and the average 
difference between the floating rate in the five months and the 
month in question (y). The coefficient is as high as ‘774 when 
February is the starting month, as low as 260 for July. Using 
this and the averages of x and of y, and we presume their standard 
deviations (which are not stated), it is computed that excess of 
‘1 in x will on the average be followed by an excess of *06 in y. 
If y is forecasted by means of this relationship the average error 
resulting in twenty-three years is found to be ‘46, while if a 
forecast had been based on average movements without the help 
of correlation, the greater average error ‘70 would have resulted 
(pp. 12-14). It may be noticed that though the correlation 
in this case is high, the improvement in forecast is not great. 
In fact in many of the cases the correlation coefficients are too 
low to be of serious use in forecasting, and also they are liable to 


considerable error since they depend on twenty-three entries only. 
No. 131.—VoL. XXXII. cc 
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Something can be learnt from the absence of correlation in 
some cases. Thus the French exchange has practically no 
significant correlation with either the London or the Paris dis- 
count rate. There is, however, a positive correlation for all 
the months between the rate of exchange and the difference 
between these rates, in the sense that the number of francs 
exchanged for £1 is the greater the more the excess of the London 
over the Paris rate. The author says that “ this is unexpected.” 
When the corresponding comparison is made with regard to 
London and New York, the correlation is negative in the first 
half and positive in the second half year. 

It is, in fact, difficult to connect the correlations found with 
any theory, and the basis of the investigation is not wide enough 
and does not take into account sufficient considerations to show 
that political economists’ abstractions are incorrect. On the 
whole it may be said that the book illustrates the great difficulty 
of finding in convenient form the kind of statistics by which 
the results of analysis can be tested. It has, however, a positive 
utility in bringing together in a convenient form the seasonal 
variations of discount and exchange rates; these should be 
useful to those who wish to follow their movements, and in this 
limited field some illustrations of economic theories can be 


found. 
A. L. BowLey 


The Capital Levy Explained. By Hucu Darron, M.A., D.Sc. 
(Econ.). (London: The Labour Publishing Company. Pp. 
1-96. 1s.) 

OnE wonders if the proposal of a Capital Levy is to introduce 

a new era of pamphlet literature. Certainly almost all the 

writing about it has taken this form, though, as yet, it does not 

seem that any approach has been made to the point and simplicity 
of the great pamphleteers of the past. Is it that the art has 
been lost, like that of letter-writing? Dr. Dalton’s Capital Levy 

Explained adds another to the list without contributing much 

that is new except in three cases, only one of which is economic. 

It is not uninteresting as a psychological study when a statement 

on the cover is compared with another on the last page of the 

text. In the former place the publisher states that the author 

“ fought a constituency at the General Election,” in the second 

the author himself says that ‘it is primarily as an economist 

that I have written this book.” The reflection of the glow of 
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electoral energy and enthusiasm on the musings of the economist 
is worth observing. Dr. Dalton rather prides himself upon a 
historical comparison of the present time with the period after 
1816. It is a comparison helped out with “ intelligent anticipa- 
tion.” In it Ricardo is cited as a supporter of the principle of a 
Levy upon the basis of quotations from his Principles and the 
Essay on the Funding System. The second passage appears as 
follows : ‘‘ To pay off the whole or a great portion of our debt is, 
in our estimation, a most desirable object. This cannot, or 
rather will not, be done by a Sinking Fund as at present con- 
stituted,” ete. That, however, is not at all what Ricardo wrote. 
After the word “ object” there is a comma followed by the 
condition, “if, at the same time, we acknowledged the evils of 
the funding system, and resolutely determined to carry on our 
future contests without having recourse to it.’’ Unless there is 
a great change in public opinion, we are a very long way indeed 
from a nation “ resolutely determined,” if once free from debt, 
never to incur it again. And it was this idea of being permanently 
and for ever without debt which Ricardo had before his mind. 
The third point is put forward in the form of a bargain between 
the writer and those to be affected by the proposed Levy. ‘‘ My 
own view,” he writes, “is that, in return for conditional accep- 
tance of the Levy by the business world, which is now mainly 
hostile, and for honest co-operation in carrying it out, it would 
be worth while for a Labour Government to offer in advance 
certain guarantees of early and specific reductions in taxation.” 
An example of the suggested offer is that when by a Levy the 
interest of the debt had been reduced by 70 millions the standard 
rate of Income Tax would be reduced by 6d. This offer is doubly 
conditional, first as representing what, in the eventuality stated, 
the writer would recommend to the Labour Party, and secondly, 
if “ the offer”’ is not accepted the anticipated savings may be 
dealt with at the discretion of the Government to be. Perhaps 
it is not altogether tactful to mention ‘“‘ guarantees ”’ at present, 
but since the word is in the text, one wonders and is curious. 
Dr. Dalton is informing both to those who accept the Levy and 
those who do not—perhaps more to the latter—as to how a saving 
in expenditure through it (should one result) is to be dealt with. 
He has no less than five alternatives, so there should be something 
to please many people (pp. 41, 42). Then he is very candid in 
saying in effect that the earlier presentation of the scheme as 
“a heroic and entirely exceptional measure not to be repeated,” 


cannot be sustained. In reply to the objection that there is no 
co2 
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guarantee that the Levy, if once made, would not be repeated, 
he says quite flatly and honestly, ‘‘ there can, in the nature of 
the case, be no such guarantee ”’ (p. 65). 

W. R. Scorr 


Vom Staatsbankrott. By Dr. Cart Avuaust Fiscurr. (Karls- 
ruhe i. B.: G. Braunsche Hofbuchdruckerei. 1922. 
Pp. x + 141. 2nd Edition.) 


By “‘state-bankruptcy,’ as the author of this interesting 
book points out, a very large number of possible devices may be 
meant, the general purpose being to relieve a debtor state from 
part or all of the liabilities which are pressing upon it. Such 
devices may vary from the partial or total repudiation of debt, 
or the compulsory reduction of interest upon loans, to the issue 
of inconvertible paper money. A terminological issue therefore 
arises: are all the measures which are called by the generic 
name rightly so called? It is clear that a state is not in the same 
position as an individual, for a state possesses a right to tax its 
subjects. If then a state chooses to impose differential taxation 
on, é¢.g., War Loan holders, is it in effect declaring itself bank- 
rupt or practising merely a particular tax-policy ? 

The issue as to what ought to be included under the concept 
of state bankruptcy is, of course, distinct from the issue: what 
are the economic consequences of those acts which are held to 
be bankruptcy? Here again it is necessary to distinguish the 
position of a state from that of an individual, for what the 
creditors of the state may lose, the taxpayers may gain. Hence 
the persistence, in the literature of Public Finance, of a tendency 
to defend state bankruptcies. A third line of inquiry is furnished 
by a discussion of the methods of alleviating the consequences 
of certain measures, such as inflation, whilst a fourth line con- 
cerns itself with the history of theories of state bankruptcy. 

Dr. Fischer would like to see the word “ state-bankruptcy ” 
restricted to certain cases only: those cases in which a state 
does not meet its debts for a shorter or longer period, and where 
such nonfulfilment is due to inability and not merely to unwil- 
lingness to pay, as well as to those cases where acts equivalent 
to nonfulfilment are taken, which affect only the creditor of 
the state, or affect him to an especial degree. In all other cases 
Dr. Fischer prefers to use the phrase ‘“‘ Financial Revolution,” 
which carries less misleading implications. But, whether we 
agree with him or not in thus fixing limits to the use of a particular 
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phrase, we must be grateful to him for a painstaking analysis 
of various classes of interference with the rights of creditors, 
and for a useful discussion of the history of theory on the subject, 
which, starting with Hume, Steuart and Hutcheson, carries 
the subject down to the writings of Adolf Wagner. His 
references to Ricardo, Say and other less well-known writers of 
the early nineteenth century—primarily the German economists 
who were largely influenced by the incidents of the Austrian 
bankruptcy of 1811—are most valuable, though Dr. Fischer’s 
use of the long adjectival clause does not always commend itself 
to an English reader. 

The author closes his book with a short study of the actual 
financial position of Germany. He is quite alive to the dangers 
of inflation, but, like the majority of German economists, he is 
rather too inclined to assume that the “ restoration and stablisa- 
tion of a currency thrown out of gear . . . require as a prior 
condition the ‘ activisation’ [Aktivierung] of the balance of 
payments.” How get an active trade balance? On these lines 
the problem is insoluble. Of course a German writer, thinking 
of actual German conditions, would reply, ‘ By cutting down 
Reparations,’ an argument which our author repeats. But it 
is really time that the problems of Reparations and of Currency 
were treated apart. It does not in the least follow that because 
a foolish Reparations policy has forced the German Government 
to inflate (which is largely true) therefore a wise currency policy 
will force the German Government to pay anything the Allies 
care to ask for. On the contrary, if the possibility of paying 
Reparations out of speculative rates of currency disappear, the 
“taxable capacity ’’ of Germany will be rather less than before, 
though general conditions in Germany will be vastly improved. 

T. E. Grecory 


Le Bilan de L’Etatisme. Par Apvotpur Detemer. Pré/ace de 
M. Jacques Barpoux. (Paris: Payot, 1922. Pp. xv + 285, 
8vo.) 

Effects of the War upon French Economic Life: A Collection of 
Five Monographs. Edited by Cuartes Give. (Oxford: 
Clarendon Press. Publications of the Carnegie Endowment 
for International Peace. 1923. Pp. 197, 8vo.) 


TuE French language has its fine shades, not always to be 
exactly matched on this side of the Channel. Ftatisme has not 
yet been adopted into the Dictionary of the Academy and is not 
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precisely defined, but the word has come to stay. It is tinged 
with opprobrium, and is used to indicate dislike of State monopoly, 
nationalisation of industries, and complete State control—as 
distinct from mere regulation—of branches of trade and com- 
merce. In an interesting preface Professor Bardoux commends 
the work of M. Delemer as exhibiting the patience of an archivist 
and the practical sense of a man of business. The task which 
M. Delemer has set himself is not to trace the history of Etatisme 
from its beginnings nor to examine it as a philosopher or an 
economist. He aspires to scrutinise the figures relative to the 
State management during the War of the mercantile marine, 
food supplies, railways, coal, petrol, and the metal trades. Apply- 
ing rigorous accounting methods to such imperfect figures as 
exist, he finds State control guilty of great incompetence and 
extravagance, supplying striking proof of the superiority of 
freedom in business over Government trading, and of the loss 
which arises from replacing the man of affairs by the bureaucrat. 
He offers some acute observations upon the general aspects of the 
two methods of operation, but his study is in the main an attempt 
to audit the results of war-trading by the French Government. 
When his figures are complete he is careful and accurate and 
earns confidence in his conclusions. When he gives us only 
imperfect information we are inclined to suppose that he credits 
us with supplementary information which we do not possess, 
or that he is himself guided by a sound instinct through a sea 
of uncertainties. Sometimes the figures are altogether lacking, 
and this is one of the most formidable counts in his indictment. 
M. Delemer emphasises the fact that commercial book- 
keeping (by double entry) and careful computation of costs per 
unit are indispensable in private business, but are dispensed with 
in public accounting, which confines itself to figures of credits 
granted, amounts expended and amounts received. The large 
figures of profit or loss in the Government reports take no account 
of overhead charges, interest on capital and sinking funds. They 
prove apart from this that the State charged too much or too 
little for its services and commodities and that the result has been 
concealed taxation or concealed subsidies. He admits that in 
the abnormal circumstances of war Government may be well 
advised and even compelled to monopolise certain imports and to 
ration some necessary commodities and fix their price, but he con- 
cludes that its intervention should end as soon and as completely 
as possible. So long as it lasts careful accounting checks should 
be operative. In private life serious blunders come to an end 
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when the guilty party is stricken bankrupt or ignominiously 
dismissed, but when the State is working in the dark the taxpayer 
pays, the bungler is not exposed, and is often honoured for 
important services to the public whose interests he has injured. 

Even, however, if good accounts are kept M. Delemer sees in 
bureaucracy the “ inherent defects ’’ which are commonly charged, 
but not always proved, against it. He does not perhaps make 
sufficient allowance for the fact that when the nation is in arms 
the abnormal demand for Civil officials synchronises with a serious 
limitation of choice. The soldiers are still talking of the military 
follies and the sailors of the naval mistakes committed during the 
war. Civilian blunders are more readily perceived by the general 
public. In America, in England, and in France, people are 
almost tired of discussing them, and it may be doubted whether 
mistakes equally serious would be avoided in similar circum- 
stances. But it is all to the good that analysis of this kind should 
tear the veil from failures which have been masquerading as success- 
ful demonstrations of the gains which result even from temporary 
State trading. 

The volume which purports to tell us the effects of the war 
upon French economic life is singularly disappointing. Five 
short monographs are brought together, dealing with the Mer- 
cantile Marine (M. Mazel), Textile Industry (Professor Aftalion), 
Finance (Professor Nogaro), Commercial Policy (Professor 
Aftalion), and Labour (Professor Oualid). They are for the most 
part a presentation of statistics for the years 1914-1918 with a 
commentary which goes little beyond a paraphrase of the official 
figures. We would give the whole of them for half a dozen 
luminous pages by their distinguished editor, who does not speak 
in this collection. Apart from the essay by Professor Oualid, 
which is the most informing of the five, the monographs fail to 
live up to the title of the volume. The authors seem to view 
with general complacent approval the official economic policy 
during the war—a policy of which some of them appear to have 
been the instruments. The usual sources of reference have 
already told us how much money was raised and how much 
expended, how many ships were employed, how many tons of 
merchandise were cleared, etc., but this is a long way from 
enlightening us upon the effects of the war upon the economic 
life of France. The statistical side of the account predominates, 
and even this is not very well handled. Professor Aftalion, 
dealing with imports and exports, gives us only their values in 
francs, observing that he prefers values to quantities. He might 
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surely have given us both, or we might have been provided some- 
where with a table of the fluctuations in exchange during the 
period covered. If the authors have been bound down by the 
conditions of their task we can only sympathise with them upon 
what they must have found an uninspiring portion of an inspiring 
subject. Henry Hiaes 


The Result of Government Ownership in South Africa. By 
M. H. DE Kock, M.A., Ph.D. (Cape Town: Juta. Pp. 187. 
Price 10s. 6d.) 


GOVERNMENT ownership in South Africa extends over the 
railways and harbours, ports, telegraphs and telephones, and 
also over land banks, forests and other domains, irrigation 
undertakings and other miscellaneous matters. Dr. de Kock 
regards ‘‘ the present extent of Government ownership [in South 
Africa] as a necessary evil.’ The Post Office “ is not conducted 
in accordance with business principles.” In the Irrigation 
Department ‘ extravagance and maladministration prevailed.” 
But against much the most important branch of Government 
activity, the railway management, the author brings no such 
charge, nor do his facts and figures show that it would be 
justified. May not the reason be, though it is not suggested 
by him, that whereas the railway administration is a distinct 
organisation, under expert professional management, with a 
separate budget of its own and a business-like balance sheet, the 
other undertakings have no such independence, but mix up their 
capital and revenue receipts and expenditure in the ordinary 
budget of the country in the same way as happens to our own 
Post Office accounts at home ? 

“The Union statistics do not,” Dr. de Kock says, ‘ show 
the earnings per ton per mile from the freight service.” They 
did, in fact, give this information up to 1913. During the war 
it was suppressed, ostensibly on the ground of economy. It has 
not been republished since: can it be lest the South African 
traders should learn how much their rates have been advanced ? 
The ostrich is a native of the country. W. M. AcwortH 


The Control of Industry. By D. H. Ropertson. (Cambridge 
Economic Handbooks. London: Nisbet & Co. Ltd., and 
Cambridge: University Press. Pp. x + 169.) 

Any work on the control of industry which is competently 
written is likely to be widely read, for interest in the subject, if 
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not universal, is at least more intense, more intelligent, and more 
widely distributed than is usual with economic problems. The 
Cambridge handbooks are, we suppose, primarily intended for 
the student, but it is not only the student who will turn hopefully 
to Mr. Robertson’s book. The “ business man,’ for example, 
vaguely conscious that a public opinion to which he is in some 
degree sensitive has arraigned him at its bar, may try to discover 
herein what it is that he is supposed to have done and why he is 
supposed to have done it. The intelligent wage-earner may 
endeavour, in the light of what Mr. Robertson tells him, to turn 
that passionate sense of social injustice, which his circumstances 
have often developed in him, to some constructive purpose. The 
whole problem of industrial control is the meeting-ground of 
widely differing faiths and theories of life, and this latest attempt 
to throw light upon its real character should be serviceable to 
them all. 

Mr. Robertson has had, however, to contend with considerable 
difficulties, for limitations of space have necessitated the severest 
compression. He is a good judge of perspective and, assuming 
that the ground he has covered had to be covered, we do not 
think that it could have been better done. He has contrived, 
within the exiguous limits imposed upon him, to explain the scope 
and implications of large-scale industry, to show how such 
industry is financed, to discuss the characteristics of capitalistic 
organisation, and so to prepare the way for an examination and 
criticism of the more obvious proposals for joint industrial 
control. But it is very doubtful whether, within the limits 
assigned, as much as this ought to have been attempted. The 
phrase “ control of industry ” is ambiguous. It may refer to the 
whole of that economic setting within which industry functions, 
and which is actuated not only by the expression consciously 
given to individual and social purpose, but also by those greater 
and blinder forces which we used to call economic laws. But 
it may also refer to those specific tendencies, largely political and 
ethical in character, which aim at bringing to bear a greater 
measure of conscious control within the industrial sphere. It 
is industrial control in this latter sense which most people have 
in mind when they make use of the phrase. But Mr. Robertson, 
as we have indicated, has covered the whole field. His aim has 
been, presumably, to bring the book into line with his own Jfoney 
and with Mr. Henderson’s Supply and Demand. He has therefore 
felt it necessary to give us “a picture of Man, eager to enjoy and 
to beget, lodged precariously on the surface of a finite planet, 
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and arguing distractedly with blind forces the eternal question 
of his daily bread.” He would claim, no doubt, that the frame- 
work erected in his first seven chapters is essential to an under- 
standing of the social and political problems which industrial 
control involves. And this, perhaps, is true. But the result 
is that there is a suggestion of breathless haste about the develop- 
ment of the argument which its style, lucid and balanced as it is, 
does not altogether obviate. The problems of conscious control, 
and its various possibilities of corporate action—those problems, 
in fact, which arouse the greatest practical interest—are sketched, 
skilfully indeed, but with all too slight a touch, in the space of 
sixty pages. The book may not, in consequence, receive the 
attention it deserves, for those who would perhaps profit most 
from an understanding of the general principles it formulates 
will be left wondering, at the finish, exactly where and how these 
same principles apply. The “ philosophy of industrial relations ” 
hinted at in Chap. XI is, from their point of view, the starting 
point of the inquiry, rather than its conclusion. In short, the 
needs of the situation would have been more adequately met had 
the problem of control in its narrower sense been reserved for 
separate treatment. Mr. Robertson, one feels, is admirable as 
far as he goes; but what a long way off he is at the start and how 
very fast he travels. 

Two further points deserve mention. Firstly, Mr. Robertson 
has done a real service in emphasising, as he does throughout, 
that there is no such thing as a “ capitalist system,” and that 
what its critics, by sheer force of suggestion, have erected into 
one, is nothing more substantial than systematised chaos. No- 
thing could be more foolish than that reasoned defence of “ the 
existing system of industry ” which well-meaning opponents of 
social experiment have, in all good faith—and in all ignorance— 
from time to time undertaken. If only there were a system, how 
simple—comparatively speaking—industrial reconstruction would 
be! Secondly, we are not quite happy about “ Capitalism’s 
Golden Rule ”—that ‘‘ where the risk lies, there the control lies 
also.” It has always seemed to us that this implies an objective 
evaluation of “ risk ’” which has little meaning when applied to a 
society of human beings (as Mr. Robertson appears indeed to 
recognise), and that the risks which the wage-earner runs are, 
having regard to their social consequences, out of all proportion 
to his share in industrial control. Is this really ‘‘ another story ” 
(p. 94) or is it not rather a consideration which goes to the root 
of the whole question at issue ? 
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We are learning to look for temperateness of judgment, 
clarity of expression, and felicity of illustration in whatever Mr. 
Robertson writes, and we are not disappointed here. His 
captions (is that the right word?) are happily chosen. How 
far more convincing (if only because less likely to be taken 
literally) are the White Knight and the Dodo than the heathen 
(still with us) who, in his blindness, bows down to bananas and 
nuts. Some day perhaps Mr. Robertson will give us that elemen- 
tary textbook (in which he will neither bludgeon the beginner 
nor bewilder him) which we have so far sought in vain. 

And yet the “Control of Industry” will not, we think, 
wholly satisfy its readers. And the explanation is probably 
to be found in that very detachment of outlook which is in its 
way so admirable. Mr. Robertson, in his statement of the 
problem, has avoided the smug “ meliorism ” which vitiates so 
much that is written concerning industrial relations; but he has 
not altogether escaped its accompanying manner. He dissects 
society so blandly that he never seems, somehow, to be even 
decently impatient with it. The darker human passions— 


“ Horror and scorn and hate and fear and indignation ”’ 


—would appear to lie outside his purview. And this is not an 
unmixed advantage. His easy dispassionateness will add to the 
value of the book as a classroom instrument, of course ; but perhaps 
in the workshops and the market-place—where we should like 
it to be read and discussed—they will feel that Mr. Robertson 
is getting at them. H. PHIwirs 


Volkswirtschafislehre. By Evuaen Scuwiepi~anp. Vol. I. 
Eigenart und Grundlagen des _ wirtschaftlichen Lebens. 
Vol. II. Die Gebiete der wirtschaftlichen Tatigkeit. (Stutt- 
gart: W. Kohlhammer. Vol. I. Pp. 460; Vol. If. Pp. 
217.) 


Ir would seem that, as in Germany so in Austria, there is 
a growing demand for information on economic problems. It 
is therefore by no means surprising that Dr. Schwiedland’s 
lectures, forty-three in number, on the Principles of Economics, 
should have found large audiences at the Vienna University 
and the Technical High School, and that the two volumes already 
published of the three that have been planned have run into 
three editions. Dr. Schwiedland has written a readable and 
interesting book, strong on the descriptive side of the subject. 
His scheme of presenting economic truths is reminiscent of 
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Schmoller’s great work. But this must by no means be taken 
to imply that Dr. Schwiedland has not struck out a line of his 
own. Indeed he has. He has attempted to put into these two 
volumes a conception of economics which the experiences of 
the war have evolved in his mind. It is characterised by a 
strongly-marked ethical tone, and by the suggestion, reiterated 
with vigour throughout the work, that economic activities are 
conditioned by psychological influence. Indeed Dr. Schwied- 
land may be said to have provided a work on economic psychology, 
or, if the term be preferred, on the psychology of economics. As 
Dr. Schwiedland himself says, not goods, wealth, and transport 
facilities, but human capacities and relationships are the main 
problems of economic theory. From this point of view it is 
only to be expected that the author would have a good deal to 
say on the economic interdependence of the world, and it must 
be admitted that his consideration of the problem of the world 
to-day as an economic unit is distinctly interesting. 

Equally interesting is his consideration of what is termed 
the capitalist system. In this particular section he has thrown 
much light on the influence of psychology on economic activities. 
For example, he traces the growth of acquisitiveness, the strength 
of which he fully realises and demonstrates. So strong does he 
regard this force to be that he does not shrink from declaring 
that ‘‘ selfishness deeply ingrained in the human heart has for 
over two thousand years mocked Christian teaching.’’ He is 
particularly illuminating in his consideration of the problem of 
the chase after profits, which, he says, has become the meteyard 
of all economic activities. So much so is this the case in his 
opinion that he declares that economic activities no longer 
minister to life, but that there is a marked tendency in the 
present era for life to be sacrificed to economic activities. In a 
measure Dr. Schwiedland regards this as retrogression and a 
harking back to a primitive social state. 

But he is not blind to the achievements of Capitalism. He 
declares roundly that to abolish Capitalism is an impossibility. 
In this connection he examines the claims of Socialism, and here 
and there, probably with an eye on Bolshevism, is a little hard 
on Socialist ideas. Yet his evaluation as a whole is balanced. 
Just as he sees the strength of Capitalism, so also he realises 
the excellences of Socialism. This judiciousness marks every 
section of the two volumes. The first is concerned with general 
questions, with what may be termed fundamentals; the second 
with agriculture and industry, commerce and insurance, banking 
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and transport. Throughout he quotes, in smaller type, the 
opinions of economic and other authorities, and it is helpful 
here and there to have an apt quotation from Goethe and 
Rathenau, as well as from Weber, Carver or Biicher. 

For those who read German easily the book may be warmly 
recommended as a bright and interesting presentation of economic 
theory by a writer who certainly has ideas, 

M. EpstEIN 


The Economics of Unemployment. By J. A. Hopson. (London : 
George Allen & Unwin, Ltd., 1922. Pp. 157. Price 4s. 6d. 


net.) 


Tuts book is a re-statement, in the light of the conditions of 
the present day, of the theory that over-saving is the primary 
and fundamental cause of unemployment. With this theory the 
author’s name is specially associated, and in this book he develops 
a detailed theoretical argument in support of it. He claims that 
cyclical depressions in industry, seasonal fluctuations and similar 
causes are at most of secondary importance. They may and do 
aggravate the evil, but the prime cause lies rather in the present 
distribution of wealth and its effects on saving. The wealthy 
section of the community obtains a larger share of the product 
than it is in a condition to consume; the surplus, therefore, is 
invested in increasing the means of production; these means 
are consequently increased beyond the capacity of the market 
to consume the product; and, finally, unemployment results 
until the surplus stocks have been absorbed, and _ industry 
gradually recovers its full activity. Then the whole process 
begins over again. The remedy, it is argued, is to be found in 
increasing the share of the mass of the workers in industry, and 
so enabling consumption to keep pace with production. There 
is a balance, it is urged, between saving and consumption, and 
if one or other is in excess, and under present conditions, in the 
author’s view, it is the former, economic development will be 
upset, and unemployment will result. ‘‘ Excessive spending (as 
in the war) encroaches on saved capital, and impairs future 
productivity. Excessive saving operates, through deficient 
demand for commodities, to slacken the sinews of production 
and produce more capital goods than will be able to be put to 
full productive use.” 

The principles of the author are expressed with clearness and 
vigour and argued with ability. The importance of the relation 
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between saving and consumption as affecting unemployment is 
well brought out, and the case for treating over-saving as a cause 
of unemployment is, in many ways, strong. Indeed, in some 
respects the author and the supporters of the “ cyclical theory ” 
reach a similar goal by separate routes. Both argue a temporary 
excess of the instruments of production, that is, of the results of 
saving, which he attributes to actual over-saving, and they to 
miscalculations of demand. 

The book is also valuable in emphasising certain points which 
do not always receive sufficient attention, such as the value of 
a strong working-class demand. In certain quarters there is a 
tendency to make a cut in wages the first—if not the only— 
means of meeting a fall in prices. The author rightly emphasises 
the importance of relying, as far as possible, on improved organ- 
isation. ‘‘ A business made profitable by low wages makes no 
real progress in productivity, whereas profits secured as the result 
of improved methods of production involve an increase of wealth 
and of attendant welfare.” Again, a most suggestive opening 
chapter on “ A Limited Market ”’ brings out the tendencies that 
exist, on the employers’ side, to a limitation of output, and 
might well be pondered by the numerous critics (wise and other- 
wise) of the Trade Unions. It is too little recognised that the 
criticism of trade restrictions is apt to be one-sided; and that it 
would lead to removing restrictions on the workman’s output, 
whilst leaving in being restrictions on his employment. With 
this chapter may be considered a suggestive appendix on 
Protection and the Limited Market. 

On the other hand, the author appears to claim for his prin- 
ciples more than the facts seem to warrant. There is much to 
be said for classing over-saving among the causes of unemploy- 
ment. It is a very different thing to regard it, as he appears to 
do, as the sole fundamental (as distinct from temporary) cause, 
nor does he appear to support his views by adequate facts in 
relation to this wider claim. It is in this respect that his treat- 
ment is least adequate, and it is at times strongly reminiscent of 
the abstract reasonings of some writers of the Classical School. 
The arguments of the supporters of the “ cyclical theory ” are 
rejected, but the book rather lacks that very careful analysis of 
detailed facts that is found, for instance, in Beveridge’s Un- 
employment. Nor does it appear to meet the evidence brought 
out by the latter, that, except perhaps between 1900 and 1910, 
the normal result of each cycle has been to leave working-class 
standards higher than it found them. 
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Again, whilst the author indicates the possibilities (and 
dangers) of under-saving, it is by no means clear that his pro- 
posals would in practice avoid them. He also appears to identify 
the employing and interest-receiving classes with the wealthy 
classes. Indeed his proposals depend largely for their validity 
on this assumption, and the existence of a large and by no means 
wealthy middle class would render their adoption liable to cause 
much undeserved suffering, and would reduce consumption in 
one direction by at least a large part of any increase that was 
secured in others. Moreover, the restriction of the returns to 
enterprise and risk hardly appears quite consistent with the 
demand for the maximum improvements, since it must inevitably 
reduce, if not entirely remove, the incentive to carry them out. 

Nevertheless, whatever may be said by way of criticism, the 
book is a most interesting and suggestive one, and the theory 
which it produces deserves careful consideration. The writer 
also shows a grip of the difficulties of the working-class house- 
holds, and his demonstration of the reasons for the present 
smallness of their savings (pp. 45 seq.) is excellent. 

N. B. DEARLE 


The Third Winter of Unemployment: the Results of a Study of 
the Unemployment Problem undertaken in August and Sep- 
tember 1922. By Major the Hon. J. J. Astor, M.P., Pro- 
fessor A. L. Bowxry, Professor HENRY CLAy, ROBERT 
Grant, W. T. Layton, P. J. Pypus, B. SeEEBoHM ROWNTREE, 
Lt.-Colonel Grorcr Scuuster, F. D. Stuart. (London: 
P. S. King & Son, Ltd., 1922. Pp. viii + 350. Price 
6s. net.) 


Tuts admirable book quickly emphasises the evidence of 
progress towards an agreed policy and agreed principles in dealing 
with unemployment. The description of the measures taken to 
mitigate the present depression show this agreement in the sphere 
of practice. For the provision so made by general consent is 
far larger than it has ever been before. Less immediately urgent, 
but of greater ultimate importance, is the question of general 
principles. The authors disclaim “any attempt at this stage 
to formulate a policy.” Yet the general conclusions of the 
book show a measure of unity of aims and ideas that is remark- 
able in view of the wide range of opinion that they cover. The 
result is to suggest that an agreed policy on unemployment is 
approaching within the range of practical politics—at least 
among thinking men of all parties. 
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The book is based on detailed inquiries in nine specially 
selected localities by seven highly competent investigators. 
These districts, include Woolwich, six provincial cities, Glasgow 
and an industrial and mining district in South Wales, and appear 
fully to represent the chief features of industrial Britain. The 
Local Reports, based on these inquiries, form the second part of 
the book and occupy about two-thirds of it. The authors’ 
general survey, in the first part of the volume, is based on them 
all, and summarises their common features. The inquiries, 
allowing for local peculiarities, show a remarkable agreement. 
As the authors say: “the large measure of agreement which 
they present is quite spontaneous and must be attributed to 
similarity in the local conditions.” It is certainly noteworthy 
that seven separate persons of strong individuality should have 
come independently to such similar conclusions. 

The general survey made by the authors commences with a 
summary of the situation and an estimate of the total amount 
of unemployment and short time, proceeds to describe and 
criticise the various provisions made for relief, produces an 
estimate of the cost, and then considers the effects of the depres- 
sion. Their intention to refrain from suggesting a policy does 
not prevent them from taking a definite line on matters of 
importance, and they conclude with a chapter of “ tentative ” 
suggestions. Their attitude is essentially constructive, their 
criticisms bold and decided; and their principles are sometimes 
of a far-reaching character. 

For the attempt to estimate the total amount of unem- 
ployment the extension of unemployment insurance to all 
workers, with certain exceptions, affords more ample material 
than in the past. The estimate is rendered more valuable by 
the inclusion of short time, and the attempt to express it in 
terms of workers on full time. The limits to the existing figures 
and the allowances to be made are well brought out. 

Emphasis is justly laid on the two main influences that are 
at work. Partly the normal cyclical movement is in operation, 
intensified probably by the fact that the war stopped and held 
back for some years the depression that was developing in the 
early part of 1914. Secondly, the war gave an “ abnormal 
twist” to industry, bringing very large numbers into some 
trades, notably metals, shipbuilding and chemicals, and checking 
or stopping the development of others. The position in the 
former ‘“‘is thus, that whereas they have absorbed practically 
the whole increase in the population, they are at present giving 
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employment only to the pre-war numbers.” Moreover, such a 
“ twist”? appears to be more widely extended than the authors 
suggest. Thus in the building industry, where numbers have 
declined, there has been a change in the proportions employed 
by different branches. Some, like bricklayers and stonemasons, 
have fallen heavily, and others moderately, whilst a few show 
a small increase. During the height of the depression this has 
had no very marked effect; but at an earlier stage a low per- 
centage in some branches was accompanied by a much higher 
one in others. In this case the “ twist’? may not be directly 
due to the war, but it none the less extends the area of the 
problem and may again become serious with a revival of trade. 

The conclusion of the authors in regard to the results of 
unemployment are in some ways hopeful. At the time of the 
inquiry, though ‘‘ there is much real suffering affecting classes 
that were less affected in pre-war days,” an unexampled preva- 
lence of unemployment had produced less actual distress than 
previous depressions of less extent and duration. This is 
attributed partly to far more adequate public provision, and 
partly to the increased resources of the workpeople as a result 
of the prosperity of the war years. But the authors point out 
that with the continuance of the depression these resources are 
likely to become exhausted and the distress to become more 
serious. The same applies to questions of demoralisation. So 
far there was little evidence of active physical deterioration, 
though there is considerable mental strain, or, with certain 
definite exceptions, of an increasing desire to live on public 
assistance without work. Indeed, the real danger is the loss of 
regular occupation, and the effect of constant failure to secure 
work after persistent effort. 

On the subject of maintenance the conclusion is wise and 
courageous. ‘‘ Maintenance without work, however demoralising 
it may be in the long run, is at any rate less demoralising than 
unemployment without maintenance.” And it is well that this 
should have been said, in view of the campaign against the 
so-called ‘‘ dole”’; and particularly that it should have been 
said by a group who represent what is best in all parties. At 
the close of the survey the authors develop a number of 
admirable suggestions for dealing with various problems, and in 
particular with ‘the overlapping, inconsistencies and anomalies ”’ 
of existing policy and practice. Finally, the statement in the 
preface that “no attempt is made at this stage to formulate a 
policy,” raises the hope that the authors will do this in a second 
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volume. They have accomplished so much already, that their 
readers, like Oliver Twist, will rightly ask for more. 
N. B. DEARLE 


Insurance by Industry Examined. By Josrru L. Conen, M.A., 
F.S.8. (London: P. 8. King & Son. 1923.) 


Tuts is a supplement to the author’s book on Insurance 
against Unemployment, published in 1922, and is an inquiry 
into the recent working of the British scheme of Unemployment 
Insurance, and an examination of the proposals which have been 
suggested to take its place. The Act of 1911 provided for an 
experimental and partial insurance, which was to begin its 
beneficial working in January 1913. Its history reminds one of 
that of Joseph in Egypt. The War began in 1914, and reduced 
unemployment to a minimum. The fund from contributions 
became larger and larger. When the War came to an end, 
claims for unemployment became more and more pressing, 
exhausting the reserves in the fund. If in either case the sequel 
of events had been reversed, the consequences would have been 
serious. The early years of prosperity were taken to prove the 
success of the experiment, and accordingly it was extended to 
industrial occupations generally. At the same time the benefits 
were increased, but not to a sufficient extent to keep pace with 
the increase in the cost of living. Four Acts passed in the year 
1921 endeavoured by increase of contributions and otherwise to 
meet the unforeseen difficulty caused by the great number of 
unemployed persons and the urgency of their claims. 

The administration of the scheme has been subject to much 
criticism. It has been alleged that it is costly, bureaucratic, 
unjust, improvident and demoralising. Mr. Cohen examines 
these allegations in detail, and arrives at a conclusion favourable 
to the present system. His main point is that these defects are 
mostly inherent in the system of Unemployment Insurance, and 
would appear under any form of administration. It may be so, 
but hardly to the same extent. The main error of the existing 
scheme is that it is based, like the national sickness insurance, on 
the unsound principle of the “flat rate.” No insurance can 
be sound which does not at the outset ascertain what are the 
probable risks to be insured against, and frame scales of con- 
tribution equivalent to those risks, and graduated as those risks 
vary. For some industries the risk of unemployment is negligible ; 
for others it is heavy. It is obviously unjust to charge the same 
premium to both classes. The injustice is covered or concealed 
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by the arrangement that the workman only pays a small portion 
of that premium directly, the remainder being paid by his 
employer or by the community at large. The employer’s pay- 
ment will sooner or later affect the remuneration of the workman, 
for there is no other fund out of which in the long run it can be 
met. Under the plan of insurance by industry, each industry 
should fix its own contribution according to the risks to which 
its members are exposed. 

What that contribution should be for so varying and uncertain 
a risk as unemployment, so complicated in its causes and 
effects, is a problem of great difficulty; and Mr. Cohen examines 
this and other questions that have been raised with respect to 
it, and sums up against the proposal. He states that “ there is 
widespread discontent with the law as it is to-day,” and suggests 
the necessity of further inquiry as to the possibility of improved 
means of dealing with social insurance in all its branches. 

E. BRaBRook 


Workshop Organisation. By G.D.H.Cote. (Oxford: Clarendon 
Press, 1923. Published on behalf of the Carnegie Endow- 
ment for International Peace. Pp. xiv + 186. 7s. 6d. net.) 


THE movement which originated in February 1915, in the 
workshops of the Clyde, for a time, as will be remembered, bulked 
large in the popular imagination; to readers of the “ patriotic ” 
press it stood for the impact of alien and defeatist propaganda 
upon “sound ” trade-unionism; to its sympathisers it appeared 
to be the first faint stirring of a new form of industrial life. In 
fact, it was the outcome—inevitable, given the circumstances of 
the war—of a long-smouldering discontent with industrial 
conditions in the engineering and kindred trades. Its achieve- 
ments were interesting and significant, but they were built upon 
sand, and the incoming tide of industrial depression has largely 
swept them away. It is good, then, to know that we have in 
Mr. Cole’s monograph a careful and well-documented account 
of the origins and aims of the movement. 

When war broke out, the germ of the Shop Stewards’ move- 
ment was already in being. In the engineering industry the 
problem of payment by results—in some respects the crux of the 
whole industrial situation—had long been acute. It had virtually 
been left to each engineering workshop to determine its own 
salvation, and a strong tendency towards shop organisation had 


naturally resulted. It is this tendency, and its subsequent 
DD2 
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development as a “‘ spontaneous’ and “ rank and file’ move- 
ment, of which Mr. Cole writes. The shortage of skilled men in 
the munitions industries, the restriction of the official activities 
of the craft unions, in conformity with war-time agreement, and 
the impetus which war-time circumstances gave to the political 
doctrines of the Syndicalists and the Marxians, afforded it its 
opportunity, and led to that hectic activity of unofficial com- 
mittees, and to those insistent demands for ‘‘ workers’ control ” 
which characterise the closing years of the war. Under the 
influence of the Bolshevik revolution, which provided the sup- 
porters of “ workers’ control” with both an example and a 
grievance, the movement became more markedly political; with 
the cessation of hostilities its industrial importance disappears 
and it loses itself in the byways of British communism. 

But it has left its mark upon industrial organisation, not only 
in the agreement of 1919, with which the narrative portion of the 
monograph concludes, and which represents, in Mr. Cole’s judg- 
ment, a “big advance on the pre-war position,” but in the 
unsolved problems of trade-union structure which it called into 
being, and in the stimulus it gave to a number of officially inspired 
experiments in industrial control. Still more perhaps has it 
left its mark upon industrial politics. The alleged analogy 
between “‘ political’? and “ industrial ’’ democracy—however 
absurd its critics may conceive it to be—will ultimately become 
a living political issue, and the first exchanges in the campaign 
will have been those which took place on the Clyde in the early 
days of the war. 

Mr. Cole has done his work well. His most important source 
of information, he tells us, has been his “actual memory of 
affairs.”” We cannot check the use he has made of it, but he 
has written with studied moderation, and has kept his personal 
estimates “well in the background.” He has probably done 
wisely in detaching the industrial movement of which he writes— 
so far as it is possible to detach it—from its highly coloured 
background of political intrigue. We wish he had told us a 
little more definitely what the actual position in the workshops 
is at the present day; it can hardly be gauged, we should imagine, 
in terms of any paper constitution. 

The book contains some useful appendices (of which the most 
interesting embody the proposals of 1917 for ‘‘ Collective Con- 
tract’), while the whole production represents yet another 
typographical triumph for the Shop Stewards of the Clarendon 
Press. H. PHILxirs 
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Capital’s Duty to the Wage-Earner : a Manual of Principles and 
Practice on handling the Human Factors in Industry. By 
JouN CALDER, Consulting Engineer. (Longmans: New 
York and London, 1923. Pp. xii + 326. Price 10s. 6d. net.) 


Mr. CaLpeEr is editor of Modern Production Methods and 
author of Prevention of Factory Accidents, etc. On the strength 
of “‘a continuous experience in industry extending over nearly 
forty years”’ he “‘ appeals to the able organisers of our present 
material prosperity, to the financial supporters of industry, and 
to the employers of the United States, their executives of every 
rank, and those fitting themselves for management and social 
service to glimpse a worthier capitalism and to substitute 
statesmanship for skilful opportunism, economic strategy, and 
militancy.” A firm believer in the virtues of an industrial and 
social system based on individualism, he has yet moved a long 
way from the comfortable belief in the realisation of the common 
good by the clash of men moved by self-interest. One might 
hesitate to declare him an adherent to the doctrine that industry 
should be conducted as a social service, a doctrine by no means 
necessarily inconsistent with capitalism, though doubtless if 
realised it would destroy many forms of exploitation. He 
believes that the interests of employer and employee can be 
reconciled, and that both parties can establish a harmony without 
the intervention of the State. His theme is the contribution 
which Capital must make towards this reconciliation. 

The book reveals the wide differences that exist between 
the industrial worlds of America and Britain, although they are 
built up on the same individualist foundation. Much of it 
will strike the reader on this side the Atlantic with a sense 
that he is hearing of “old, unhappy, far-off things’ which we 
lived through long ago, and much of what is addressed to the 
American employer will seem to his British brother but little 
suited to help him in his problems. The British employer has 
to find a means of reconciling managerial functions with the 
claims for improved status raised by a nation-wide trade- 
unionism, long accustomed to collective bargaining and, though 
there are regrettable lapses, conducting its fights fairly and with 
respect for agreements. In America trade-unionism is weak in 
relation to the whole body of workers, many of its leaders, to 
put it mildly, do not command the respect of the public, and it 
would not be seriously untrue to say that the body of employers, 
as a whole, is in its attitude towards the workers back where our 
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employers were a hundred years ago. Nevertheless, there are 
some points of contact in the problems. 

On the managerial side perhaps the foreman is the most 
important official in the eyes of the worker; certainly in his 
hands lie the welfare of the employee and the chances of 
industrial war or peace. The occupants of this ‘ key position,” 
says Mr. Calder, “‘so far as being selected for executive ability 
is concerned, frequently ‘just happen.’”’ His opinion is that 
foremen should be trained in “ handling the human factors,” 
in interpreting capital’s industrial relations policy, and in acting 
as management representatives on councils—by lectures, con- 
ferences, and study courses. Swift & Co., the great packing 
company, have foremen’s classes at their works and conduct 
an “open forum” for the answering of economic questions. 
Here, such an effort to swing the minor officials clear on the 
side of the employer would clash against the new movement 
for the separate organisation of technical and superintending 
officials. 

In no way does the strangeness (to us) of American con- 
ditions appear more clearly than in Mr. Calder’s advocacy of 
what he calls “‘ employes representation.”” National agreements 
are not for him; his ideal unit is the individual works, though 
he is fully prepared to give the union element at a plant its 
full proportional representation. His plan is that of an improved 
“Shop Committee ’’—those imposed upon industry during the 
war have, he says, disappeared in failure. “‘In July 1922 
between seven and eight hundred concerns in the United States 
were reported to be using some form of employes’ representation 
in their plants,’ and Mr. Calder describes in detail the form 
adopted in Swift & Co.; the full documents in the Appendix 
will repay study. Essentially, these bodies are conciliation 
committees, with the power to make suggestions to the employer 
for the better conduct of his business, and in membership they 
are equally representative of the management and working 
staff. The right to strike in the last resort is reserved, and 
Mr. Calder strongly asserts that any attempt to use the organisa- 
tion for union-smashing will doom the movement to failure. 

Much that is interesting in the book must be omitted for 
lack of space, but the chapters on profit-sharing may be com- 
mended to those who in a hurry have discovered a new way of 
ensuring peace. On unemployment, Mr. Calder holds that the 
first duty is on the employer to guarantee a “ steady job” to 
the worker, to stabilise industry by carefully studying and 











1923] SHADWELL; ENGINEERING INDUSTRY AND CRISIS OF 1922 399 


smoothing out its cyclical movement, and then to care for the 
necessary surplus labour at the expense of the industry by 
private insurance. When this course has been worked out to 
the fullest, then, and then only, the sphere of the State can be 
determined. This problem, at least, Mr. Calder has studied 
in vacuo. Still the book is interesting and in many ways very 
suggestive. : 
Henry W. Macrosty 


The Engineering Industry and the Crisis of 1922: a Chapter 
in Industrial History. By A. SHADWELL, M.A., M.D., LL.D. 
(London: John Murray, 1922. Pp. vi+ 90. Price ls. 6d. 
net.) 


Tuts little book appears to aim at stating the case of the 
engineering employers in the big dispute of last year. The 
author has done his work, as might have been expected, with 
ability and clearness. His treatment on the whole is fair and 
reasonable. Moreover, the book is not a mere controversial 
broadside. It gives, again primarily from the employers’ point 
of view, a short history of industrial relations in the engineering 
industry, which is of real value. Particularly useful is the 
chronological table of developments in the industry since 1663 
(pp. 7-9), and the collection of the documents in the appendices 
is welcome. 

The general effect of the book is in some ways favourable 
to the Engineering Unions; and it is noteworthy that their 
attitude is commended in some quite fundamental matters. 
Both between 1907 and 1914, and after the Armistice, their 
steadiness and moderation are emphasised. Again, the history 
prior to 1875 gives an impression of self-restraint that is the 
more remarkable in view of the handicaps imposed, upon what 
now appear perfectly fair actions, by the Combination Laws. 

Indeed, the author’s ability and moderation do not prevent 
his arguments from strengthening in some ways the case for the 
Unions. In insisting upon the existence of agitators, com- 
munistic aims in certain sections, harassing action in individual 
cases, he is on firm ground. But these things do not obscure 
the strong points of the men’s side. The need for unhampered 
progress in the industry may be admitted, and Dr. Shadwell 
puts forward at least a case for a greater freedom in engineering 
than in other industries. But this should be accompanied by 
reasonable safeguards of the men’s position. “In an industry 
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so unceasingly progressive and changeful no privileged place can 
be reserved for a particular caste.’ But if the industry and the 
nation are to benefit, provision should in equity be made for 
those who may suffer by the changes. To the craftsmen their 
skill is their capital, and they can rightly claim protection against 
loss of livelihood. This too often they have not had. On the 
contrary, Dr. Shadwell insists that ‘‘ advantage has too often 
been taken of them: it is impossible to acquit the employers of 
the charge.” 

Of the points at issue last year, that of overtime was in many 
ways an open one on the basis of existing agreements. The 
Unions seem to have overstepped the mark, in claiming that it 
should not be worked without their consent; and, if they had 
contented themselves with this, the employers’ case would be 
very strong. But the agreements are admittedly limited to 
necessary overtime. And between absolute Union control and 
the employers’ claim to be sole judges of necessity there is surely 
room for a middle course. The latter, indeed, could be so used 
as to make the limitation practically a dead letter. 

On more general grounds the workmen’s case was, in the 
prevailing circumstances, stronger. Overtime, in periods of 
depression and unemployment, can only be justified in certain 
special emergencies. Liberty to work some men overtime at 
the expense of keeping others out of employment—and this 
would in practice be the result of the employers’ claim—is very 
difficult to justify. Moreover, apart from these special emer- 
gencies, the employers’ assumed need for overtime rather suggests 
a desire for a big reserve of unemployed. In some cases it 
seems to be due to bad management. Dr. Shadwell admits the 
natural anxieties of the Unions on the question of unemploy- 
ment, whilst his arguments for the employers’ standpoint are, 
for him, weak, and thus seem to indicate that there is little to 
be said. 

The real ability, indeed, with which he argues the case for 
the employers thus tends to emphasise its weak points. In 
other matters, as, for instance, in regard to control, that case 
is stronger, though here also Dr. Shadwell does not altogether 
meet the real and legitimate claims of the men. At the same 
time the strong points in this case—and in parts it was 
undoubtedly strong—receive their full weight. And there is 
much in the book that is of real value for its own sake, quite 


independently of the case of either side. 
N. B. DEARLE 
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Report on an Enquiry into Working Class Budgets in Bombay. 
By G. Finpuay Sareras, Director of the Labour Office, 
Government of Bombay. Pp. 299. 1923.4 


Tus is a companion volume to the Report on Wages and 
Hours of Labour in the Cotton Mill Industry noticed in the 
Economic JOURNAL, p. 265, 1923. The two together supply 
materials for a picture of labour conditions in Bombay, and the 
present volume has also the object of providing data for the 
criticism of the current Cost of Living Index Number. 

It is well known that the difficulties in the collection of ade- 
quate family budgets from moderately educated Europeans and 
Americans are very great, and these are enhanced when illiteracy 
iscommon. The getting together of 3076 budgets that survived 
severe criticism is a noteworthy feat; the method followed 
was to employ native investigators who kept in close touch with 
the families during the month which each budget covers. It is 
a weakness that the collection was spread over twelve months 
(May 1921 to April 1922), during which prices were rapidly chang- 
ing, and comparability with future investigations will be vitiated 
owing to the abnormality of the period covered. 

An interesting feature of the collection is the inclusion of 603 
budgets of men living singly in Bombay and supporting wholly or 
in part their families in the country, to whom on an average 
26 per cent. of their income is remitted. The remaining budgets 
were collected from ordinary family groups, the bulk of which 
(2030 out of 2473) contained two adults only; of these, in 211 
cases there were no children, in 521 one, in 713 two, in 398 three, 
in 187 four or more. The “ mode ”’ is definitely man, wife and two 
children. This cannot be directly compared with the average 
English family, since the selection in Bombay was mainly limited 
to self-contained families consisting of a husband, wife and 
children, and therefore tended to exclude childless and very small 
families. It is the more remarkable that the number of children 
should be so small, and that any preconceived idea that a working 
man has normally three children to support is as erroneous in 
Bombay as in England. 

The average monthly ? income shown in the family budgets 
is 52Rs. 4a. 6p., which corresponds closely with the wages found in 
the previous volume, and the incomes are adequately distributed 


1 Obtainable from the Superintendent, Government Printing and Stationery, 


Poona. Rs. 3-14-0. 
2 It is doubtful whether the budgets covered a calendar month or four weeks. 


The wage comparisons made suggest four weeks. 
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about this average, ranging from below 30Rs. to over 90Rs. 
The average number of wage-earners to a family is 1-54, 
and on the whole the larger incomes are attributable to the 
presence of two or more earners. In the poorest families the 
number of children is fewest, a fact attributed by the author 
to very high infant mortality. 

Careful tables and illuminating diagrams are given to show 
the proportions of income spent on food, clothing, etc. If we 
exclude miscellaneous expenditure these proportions may be 
compared with the weights used in compiling the Cost of Living 
Index Number for the United Kingdom, and with statistics of 
budgets in the United States thus : 


Bombay U. K. U.S.A. 
Hoods» «. « G87 624 52 
Clothing. . . 11:7 17 23 
PONG, or nie 9-6 12} 18 
Fuel and light. 9-0 8 7 
100 100 100 


Similar comparisons can be made from Table XX for many 
countries. In view of the fact that 97 per cent. of the families 
included in Bombay live in single rooms the proportions on rent is 
high relatively; actually the rent is only 1 or 14 rupees weekly. 
This suggests that comparisons between the low scale of expendi- 
ture in India and the higher scale in Europe should only be made 
with great caution. 

It is regrettable that in spite of the number of tables and the 
ingenuity of the statistical devices employed, there is no attempt 
to estimate the adequacy of the diet, which is mainly vegetarian, 
on the basis of calories. The average appears to be slightly 
lower than the ration allowed in Bombay jails for prisoners on 
light labour, but a rather more careful analysis would be needed 
before this statement was established. A. L. BowLey 


Co-operative Consumers Societies in the United States in 1920 
(Bureau of Labour Statistics, No. 313). By Frorence E. 
PaRKER. (Washington. Pp. 146.) 

Co-operative Credit Societies (Credit Unions) in America and in 


Foreign Countries (Bureau of Labour Statistics, No. 314). 
By Epson L. Wuitnry. (Washington. Pp. 60.) 


Miss PaRKER’s pamphlet gives an interesting account of the 
position of Consumers’ Co-operation in the United States, which 
was one of the first countries to follow the lead of the “ Rochdale 
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Pioneers.” It set up its first Consumers Organisation at Boston 
in 1844, but evidently the soil was not congenial to this type of 
Association, for after nearly seventy years of effort the movement, 
having regard to the growth of population and progress in other 
directions, has not much to show when compared with what has 
been done in Great Britain and elsewhere in Europe. There 
appear to have been curious ‘fits’ of co-operative enthusiasm, 
and from time to time in different parts of the country; hundreds 
of stores have been started only to rapidly die out. 

The last “ fit” of this kind was in 1874, when a “ purely 
co-operative organisation,’ the Sovereigns of Industry, “‘ opened 
stores all through the North Atlantic coast States.”” This move- 
ment failed in 1879. 

The average membership for each of the approximately 1600 
Societies was in 1920 less than 300. Of late, however, and 
especially during and since the war, interest in “all lines of 
co-operative activity has revived.” 

The section of the pamphlet dealing with failures would have 
been more interesting if some reasoned explanation for the 
failure of this movement to “ catch on” in the States had been 
given. “Insufficient capital, lack of co-operative spirit, in- 
efficient management, lack of patronage,” and so on as reasons 
do not carry us very far. May it not be that the possible savings 
by co-operative action are regarded by the highly paid workmen 
of the States as not worth troubling about, or that the country, 
as compared with the older countries of Europe, gives more 
opportunity for individual advancement and thus draws away 
from co-operative effort those strong characters without which 
even in the older countries the movement would not have 
flourished ? Again, did the Multiple Store of private enterprise 
get a strong position in the States much earlier than in the older 
countries, and with its very efficient and economical methods 
fill the place elsewhere taken by the Consumers Store ? 

Mr. Whitney in the first few pages gives a very brief though 
useful account of the doings of Credit Societies in Germany, 
Italy and other European countries, whilst the main part of the 
pamphlet deals with Co-operative Credit Associations in America, 
including Quebec. 

What has been said above with regard to the Consumers Store 
in the United States would appear to apply to the Co-operative 
Credit Society also. Such Societies have obviously not taken 
kindly to the American soil. The business done by the whole of 
the Credit Societies in all the States is trifling when compared, 


“ce 
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say, with the operations of similar Societies in Germany or Italy, 
and this notwithstanding the fact that the movement to establish 
Co-operative Credit Associations in the United States has been 
on foot since 1870, when Josiah Quincy and others “ petitioned 
the Legislature of Massachusetts to pass a law allowing the 
incorporation of Co-operative Banks on the Schulze Delitzsch 
plan.” Acts authorising the establishment of Credit Unions 
have been passed by eleven States; but, says Mr. Whitney, 
“‘ Experience has shown that the passage of Enabling Acts is not 
enough to promote the growth of Credit Unions, that general 
education in co-operation is needed, and that all ideas of the 
movement based on philanthropy should be dismissed and the 
Credit Unions operated on a strictly business basis.” 

The Appendix contains a good Bibliography which should 
prove most useful to all interested in the subject of Co-operative 
Credit. 

Henry VIVIAN 


The Co-operative Movement in Jugo-Slavia, Roumania and North 
Italy during and after the World War. By Diarmip Corry. 
(England: Oxford University Press. Pp. 95.) 


THIs is one of the series of preliminary economic studies of 
the war issued under the authority of the Carnegie Endowment 
for International Peace. In many of the districts visited Mr. 
Coffey evidently had considerable difficulty in getting reliable 
statistical information, for he tells us again and again that the 
books of the Societies were wholly or partially destroyed during 
the war. This, however, has not prevented our being given a 
very good account of the struggle towards co-operative organisa- 
tion by the populations concerned, which are mainly rural. 
“There is no big manufacturing town in the whole country 
(Serbia), and except on the Dalmatian coast, where there is a 
certain amount of fishing, the population depends chiefly on the 
land for its support’; but there is a strong agricultural move- 
ment in every province, based chiefly on credit societies of the 
Raiffeisen type. 

Our attention is called to an interesting effect of the war upon 
the financial position of the population, for we are told that “ at 
the end of the war the average peasant found himself with large 
supplies of money,” so that for the moment he did not need 
credit, but had a large amount of currency on deposit. Before 
the war the loans greatly exceeded the deposits; after the war 
the deposits greatly exceeded the loans. 
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In Croatia, as in Slovenia, we learn that co-operation is 
predominantly clerical, and the principal Co-operative Unions 
are largely controlled by the Roman Catholic priests. There 
is, however, in Slovenia an “ anti-clerical ” co-operative organisa- 
tion run by National Democrats. 

One gathers that the Mohammedan portion of the population 
does not take well to co-operative effort. Although the move- 
ment in Jugo-Slavia hitherto has been practically confined to 
meeting the needs of the agricultural population, there are “‘ some 
signs ” that it will develop in its “ industrial distributive form.” 
In Zagreb, for example, there are already two “ consumers 
societies ’’ run on “ purely Rochdale lines,” except perhaps that 
“it is directly socialistic in tendency.” 

Before the war co-operative activities were distinctly associ- 
ated with the movement for preserving Slav independence. Now 
it is developing into ‘a purely economic movement for the 
uplifting of the Slav race.” A proposal is on foot to unite all 
the scattered Unions of pre-war days into a “ Union of Unions ” 
for the whole of Jugo-Slavia. This is in harmony with, and 
should tend to strengthen, the spirit of unity between the’ various 
groups which go to make up the State. 

In Roumania the revolutionary changes, in the land system 
arising out of the war have profoundly modified co-operative 
developments. ‘The Government has confiscated 2,000,000 
hectares of land, which it is going to divide amongst the peasants. 
The land is being given free to the peasants and the owners com- 
pensated by ‘“‘ Government paper.” It has further been enacted 
that no individual may own more than 500 hectares of land. 
“ Each group of peasants which is to be given confiscated land 
is compelled to form a co-operative society to develop and 
work the land temporarily until the State is able to make a 
permanent division.” 

The Roumanian Co-operative Movement is State controlled 
to “a degree unknown elsewhere in Europe and comparable only 
to India.”’ 

The publications reviewed in the last issue of the JoURNAL 
deal more fully than Mr. Coffey with the movement in Italy, but 
he brings out the interesting fact that the productive societies of 
Italy have between 300,000 and 400,000 members, and empioy 
about 2,300,000 workers, or roughly one-seventh of the 


population. 
Henry VIVIAN 
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Die Gemeinwirtschaft. Untersuchungen iiber den Sozialismus., 
By Lupwic Mises. (Jena: Fischer. 1922. Pp. 503, 8vo.) 


Ir Liberalism may be called an English idea, Socialism is 
certainly a German one. True, the earliest conceptions of 
Socialism are due to English and French reformers, but Socialism 
has never gained, either in France or in England, so great an 
influence as in Germany and amongst the peoples of Eastern 
Europe who have been dominated by German thought, such 
as the Russians and Czechs. On the other hand, Liberalism 
has never taken root in Germany, where it has always been 
suspected in the eyes of the authorities, philosophers and even 
economists alike. With the exception of Wilhelm von Hum- 
boldt, Germany has never produced a great and original Liberal 
thinker, and even his writings have had but a small influence on 
opinion. The opponents of Marxism in Germany are therefore 
by no means Liberals. In opposing the Marxian doctrine they 
condemn Liberalism no less. During the Great War and sub- 
sequently some professors have contrasted the “true German 
Socialism ”’ with Liberalism, which they treat as an invention 
of French and English and principally of Jewish writers. In a 
recent paper on “ Prussianism and Socialism,” Oswald Spengler, 
whose Untergang des Abendlandes (Munich, two vols.) had an 
unparalleled success, put forward the Hohenzollerns as the 
parents of a “true Socialism,” and alleged that the English, 
the French and the Jews joined to spoil the Prussian Model 
State, which alone could have saved the world. 

In these circumstances it is remarkable indeed that Pro- 
fessor Mises of the University of Vienna endeavours in a large 
work to refute Socialism and to defend Capitalism. In his 
earlier treatises (Theory of Money, 1912; Nation, State and 
Economics, 1919) Mises has already proved that he sees things 
in a different light from that in which the leading official 
economists see them. He now makes a more severe attack on 
the Socialist ideal than has ever been made before in any German 
book. 

In his opinion the fact that a society in which the means of 
production are owned by private capitalists, is composed of rich 
as well as of poor, is no argument against the system. Bentham 
said: ‘“‘ The laws in creating property have created wealth; 
but with respect to poverty it is not the work of the laws— 
it is the primitive condition of the human race.” The principal 
question is, whether Socialism is able to improve the efficiency 
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of labour or not? Now, in fact, in a Socialist society the 
efficiency of labour must be much worse than in a capitalist 
one; Socialism, therefore, would not have the disposal of such 
a quantity of goods as the modern capitalist society; it could 
not distribute so much among its consumers as Capitalism could. 
Mises insists further that a Socialist commonwealth would not 
even be able to calculate well. Rational production is based 
on the fact that wholesale and retail prices are fixed by the 
haggling of buyers and sellers, and these prices are the standards 
of commercial calculation. In a Socialist society, where there 
are no prices, there would be no measure of value for commercial 
and technical reckoning. In an intricate research Mises shows 
that it is impossible to avoid the obstacles to the realisation of 
the Socialist ideal which arise from that cause. 

Mises contests also the theory that social evolution must 
necessarily bring about a Socialist future. The Marxian theory 
of the Struggle of Classes is as carefully criticised as the theory 
that the further development of trusts and combinations must 
necessitate a change in the social order. In the opinion of 
Mises the ethical argument for Socialism too is false and he 
declares himself a follower of the utilitarian philosophy of 
Bentham, Mill and Feuerbach. If private property is a necessary 
institution and if, under the system of private property, life is 
happier and riches are greater than under any other social 
system, there is no reason to believe that private property is 
in itself opposed to ethics. Capitalist society is in reality a 
democracy of consumers ; every penny spent is a title to an 
economic vote, and enterprisers must obey the wishes of the 
consumers. It is a fallacy that capitalists, merchants and 
factory owners can do what they please; they have to obey the 
laws which the consumers impose on them. Guildsmen too 
ignore that men can realise ‘“ self-determination ” only as con- 
sumers, but not as producers. Self-determination of producers 
is all nonsense, even under Socialism. 

It is impossible to summarise briefly the entire contents of 
this large volume. Its author omits none of the underlying 
questions nor any of the ideas of Socialism. He deals with 
political constitution in its relation to private property as well 
as with family life, religion, factory legislation, old age pensions, 
etc., and he criticises frankly the Socialist doctrines, which he 
sharply calls ‘‘ Destructionism.” The actual success of his book 
is worth mentioning. Prof. Herkner of Berlin, the leader of 
the German so-called ‘‘ University-Socialists,’ and president of 














408 THE ECONOMIC JOURNAL [SEPT, 


their ‘“‘ Association for Social Policy,’ recently characterised 
this work as an excellent refutation of all the conceptions of any 


Socialist system. 
E. ScHWIEDLAND 


Settlements and their Outlook. (London: P. S. King and Son, 
1922. Pp. 192. Price 2s. 6d. net.) 


Tuts little book is primarily an account of the International 
Conference of Settlements held at Toynbee Hall in the July of 
last year. The compiler has put together a judicious blend of 
quotations from the delegates’ speeches and papers, with descrip- 
tive matter of his own, and has produced the best brief intro- 
duction at present available to the position of the settlement 
movement. . 

The conference demonstrated the extent of the ‘‘ movement,” 
for it was attended by representatives from the United States, 
Austria, Canada, France, Germany, Holland, Japan, Norway, 
Russia, Sweden, besides those of most of our own sixty-six 
settlements, most of them still very young (Toynbee Hall, with 
its thirty-four years of life, is of hoary antiquity as compared 
with the great proportion of its followers), and all of them coping 
in their different countries with very similar post-war problems. 
The strongest impression left by the Report is of this essential 
similarity in the problems of urban, and occasionally of rural, 
life, through which successive speakers took cross-sections. The 
methods, however, by which settlements are trying to deal with 
the problems thus raised are as varied in efficiency and scope as 
the personalities of their leaders, and as the whole range of current 
theories of economic and social reform. Thus the Report 
describes the “ Postes de Secours” established in the French 
devastated areas and developing a new social sense in the peasant ; 
the “Soziale Arbeitsgemeinschaft,” attempting to interpret a 
new life in Germany after the War and Revolution; the plays 
and lectures of our own educational settlements; the municipal 
cinemas attached to some of those of Japan; the very interesting 
“music schools ” of some of the American settlements, trying, 
like those of Canada, to weld the foreigner into the national life, 
in cities so cosmopolitan that in one Canadian district election 
notices had recently to be posted in thirty different languages. 
Whatever their special point of contact with their neighbours, all 
settlements aim at present, according to the conference speakers, 
at helping the shapeless democracies of the modern industrial 
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town or village to develop a communal sense, and incidentally 
in most cases to make a reasonable use of leisure. 

Beyond the fact that the settlement in all countries stands 
for “ neighbourliness,” two points emerge from the interesting 
reports here condensed. 

(1) The settlement movement, though its age is only a little 
over thirty years, appears older than its years warrant, from the 
rapidity of the change that has come over the town population 
of England at least during this time, and the corresponding 
changes in attitude and method required from settlements. 
The population of the big industrial town is (in theory if not in 
practice) no longer inarticulate, and therefore in need, as in the 
nineties of last century, of groups of educated settlers to express 
its wants. Equally, much of the practical work done by the 
early ‘“ settlers,” eg. in Whitechapel or Southwark, has now 
been taken over by state or municipal officials. Increasingly, 
too, localities are learning to manage their own affairs, in other 
things than in local government. But there is still urgent need 
for settlers (and others) to help the town dweller in crowded 
areas to develop effective group action, whether this begins in 
membership of a choral society or in other more (or less) ambitious 
form. In this direction there is a specially valuable sphere for 
settlements at present. 

(2) There is a clear difference of opinion and practice as to 
the best way of interpreting “ neighbourliness.” Should settle- 
ments be mainly educational, and so link themselves on to the 
adult education movement as it appears in different countries, 
or should they be “ philanthropic ” in the best sense of the word ? 
The answer to this question, perennial in most forms of what is 
vaguely called “‘ social work,” depends largely on the temperament 
of the speaker and the generation to which he or she belongs. 
At present it has been met in England and elsewhere, so far as 
settlements are concerned, by the development of two types of 
settlement, ‘‘ Educational’’ and “ Residential,’’ now federated 
separately in England. he two methods are not mutually 
exclusive; but their coexistence shows the need, on which 
delegates from settlements as well as their outside mentors 
insisted at the conference, of time for clear thinking in the 
present stage of the movement. 

Some reference is made in this Report to the use of settlements 
as “ centres for social training,” formal and informal, and the 
protest of a vigorous American delegate against their indiscri- 
minate utilisation for practice in research is worth consideration, 

No. 131.—VoL. XXXII. EE 
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The relationship, however, of settlements to the present genera- 
tion at the Universities and their contemporaries, together with 
practical difficulties as to finance and personnel, received com- 
paratively little attention at the conference, which at this first 
international gathering deliberately concentrated on principles 


and main lines of development. 
C. V. BuTLEer 


The Charity Organisation Movement in the United States. A Study 
in American Philanthropy. By Frank DEKKER WaTSON. 
(New York: The Macmillan Co., 1922. Pp. x + 560.) 


“ Or all the antecedents of the Charity Organisation movement 
in the United States, none has had a greater influence than the 
work of those pioneers of England just reviewed. The first 
Charity Organisation Society to cover a large American city 
(Buffalo) was transplanted direct from England. But of even 
greater importance was the influence of the work and writings 
of Edward Denison and Octavia Hill from whom the spirit of the 
work in America, especially Boston and New York, received great 
impetus.” Mr. Watson’s chapter on “ Foreign Antecedents,” 
therefore, outlines a history common to both countries, beginning 
with the contributions of St. Vincent de Paul in the seventeenth 
century, Casper Van Voght at Hamburg in the eighteenth century, 
Count Rumford at Munich, passing on to the work of Chalmers 
in Glasgow, Frederick Ozanam and Sylvain Bailly in Paris and 
ending with a brief sketch of the Elberfeld System and the 
circumstances under which the London Society was launched. 

The two cuapters on “ Antecedents of the Movement in the 
United States ” and “ Beginnings of the Movement in the United 
States” are full of instances of the importance of material 
catastrophes in securing increased co-operation and systematic 
organisation. Sandwiched in between these chapters are two 
others on “‘ The Functions of a C.0.8.” and “ The Principles and 
Methods of Charity Organisation” analysed with sympathy 
by a worker with inside knowledge and with the judicial detach- 
ment of mind demanded from the writer of a thesis for the Ph.D. 
degree. 

The number of societies increased from approximately twenty- 
five in 1883 to about one hundred in 1895 and about one hundred 
and fifty in 1904, the latter period of nine years being regarded 
by Mr. Watson as ‘‘ The Era of Movements for the Prevention of 
Poverty.” ‘‘ Although societies existed in all sections of the 
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country, the vast majority were still to be found east of the 
Mississippi and north of the Mason and Dixon line. Most of 
them were also still located in the relatively large centres of 
population. Charity Organisation Societies were to be found in 
over fifty of the sixty odd cities in the country having 60,000 
population or over. The smaller towns and semi-rural districts 
were in the main untouched by the movement.” ‘ The Nationali- 
sation of the Movement [1905-1921]” shows developments 
similar to those in England, and it is not until we come to Mr. 
Watson’s analyses of ‘‘ The Renaissance of Social Case Work ” 
and “ Tests of Efficiency ” that we become conscious of alien 
modes of thought (and perhaps of feeling). 

At the same time we have been reminded more than once that 
there is great danger of misunderstanding between English 
and American writers from the use of the same words with different 
meanings. Mr. Watson tells us that Philadelphia “ followed very 
closely the decentralised plan of organisation of the London 
Society,”’ and adds, “ This is still the London plan. It has been 
abandoned everywhere in the United States.” The description 
given of the organisation of the Philadelphia Society by Mr. 
Watson (himself the chairman of a district committee, or rather 
of a “‘ case conference ”’ of that Society) shows little resemblance to 
the system and practice of the London Society at any time of its 
existence. By 1901 the Philadelphia Society’s Central Board 
“had effective control of but three wards out of the city’s forty- 
two.” Co-option of the best people by the best people rather 
than democratic selection has been more or less consciously the 
method adopted by the London Society. 

Again, the English pioneers perhaps never thought of mention- 
ing to their American friends that the “ ecclesiastical parish ”’ 
system in England dated back more than a thousand years even 
if it was ‘“‘ only complete in the fourteenth century” (Hncyc. 
Brit.), and that the clergy of the Established Church held a 
position in relation to the poor in each parish which rendered 
their aid or obstruction of vital importance to the C.0.8. We 
are reminded of radical differences in environment when we read 
that in 1895 the Buffalo Society evolved its ‘‘ Church District 
Plan ” under which ‘‘ each church accepting a district promised 
to assume a special responsibility for the moral elevation of its 
district. . . . Except in conspicuous instances the churches were 
able to raise little relief except for their own poor... . If a 
family requiring liberal continuous aid was assigned to a church 


of small means, the Society had to come to its rescue.” 
EE2 
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Fully recognising the great difficulty of writing comparative 
history, it is yet difficult to understand how one so well acquainted 
with Mrs. Bosanquet’s history of the London Charity Organisation 
Society could write as Mr. Watson does—in one of those crystal- 
lised notes which everyone reads and everyone remembers— 
“The English movement has been based in the main on the 
Manchesterian School of Economics, with its emphasis—modern 
emphasis—on laissez-faire. In America, on the other hand, the 
emphasis has been on an increase in Government activity, or at 
least social control through legislation. The American view- 
point has been increasingly social, which, in recent times, has 
been finding an outlet in legislation. An example of this is the 
tenement house legislation in New York, in the main the result 
of efforts of Charity Organisationists.” 

What is the London Society’s record on Housing? “ In 
November 1872 it determined to appoint a Committee of Members 
of Parliament and others to consider what more could be 
done to improve the dwellings of the poor in London. . . . The 
Committee included Lord Salisbury, Lord Shaftesbury, Lord 
Derby, Lord Rosebery, Mr. Kay-Shuttleworth, Miss Octavia Hill, 
many M.P.’s, two Medical Officers of Health, and representatives 
of the various Dwellings Companies, the C.O.8. itself being 
well represented. At its seventeenth and final meeting in July 
1873 it adopted a Report to be sent up to the Council. . . . The 
Council and the Special Committee acting conjointly prepared 
a memorial, and in April 1874 the then Home Secretary received 
a deputation introduced by Lord Shaftesbury. . . . In November 
1875 the Artisans Dwellings Act became law. . . . In 1880 the 
Society initiated another campaign on the Housing Question,” 
resulting in the passing of the Artisans Dwellings Act 1882. 
“The Society now turned its attention towards the formation 
of Sanitary Aid Committees,” and so on, until 1912, when Mrs. 
Bosanquet’s history ends. 

The charge of Manchesterism and laissez-faire (in a Society 
warmly supported by Ruskin) may be contrasted with the 
impression of Lord Shaftesbury, the leader of the movement 
for factory legislation. In 1873, “‘ when the Organising Secretary 
raised the question of criminal lunatics Lord Shaftesbury wrote 
reproaching the Society for ‘erecting yourselves into a grand 
association for the control of everybody and everything. I 
certainly shall refuse to become or, perhaps, remain a member 
of a body so fearfully ambitious.’ A Report of the Society 
drawn up to incorporate the suggestions of its Special Committee 
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fon the treatment of imbeciles] was submitted to the Local 
Government Board in May 1877, by a large deputation which 
included Lord Shaftesbury, then Chairman of the Commissioners 
in Lunacy. . . . A County Government Bill soon after brought 
before Parliament embodied a large part of its programme. 
Unfortunately the Bill was ultimately withdrawn, and the desired 
reforms postponed.” The Seciety never slackened in its efforts 
in this direction, and in 1913 had the satisfaction of seeing the 
Mental Deficiency Bill become law. 

The County of London is smaller than Philadelphia, and Great 
Britain is less than two Pennsylvanias, but the Central Office 
of the London C.O.S. has always been within a ten-minutes’ walk 
from the Houses of Parliament and the London County Council. 
The successful opposition of the Society to innumerable legislative 
proposals on all sides has obscured from the eyes of the ever- 
careless ‘‘ man-in-the-street”’ the large amount of successful 
effort which it has devoted to legislative improvements. 

C. E. CoLLet 


Economic Essays. By Davin Ricarpo. Edited with Intro- 
ductory Essay and Notes by E. C. K. Gonner, K.B.E., 
Litt.D., late Professor of Economic Science in the University 
of Liverpool. (Bell & Sons. 1923. xxxvi + 315.) 


WuEN Professor Gonner (quod mortale fuit) was taken from 
us on 24th February, 1922, he had happily left this book ready 
for the printer. It includes all the smaller economic works of 
Ricardo! except the Plan for a National Bank and the Essay 
on the Funding System, omitted because “‘ ephemeral in their 
interest”? (Pref.), and perhaps also from a desire to make the 
second volume match the first in size. The omission spoils the 
book as a work of reference; but it was not meant for such. 

The first volume of Gonner’s Ricardo, containing the 
“ Principles of Political Economy and Taxation,’ appeared in 
the first year of the present JoURNAL and was reviewed there 
(December 1891, pp. 769—774) by Dr. J. N. Keynes, the Intro- 
duction (60 pages in small type) naturally coming in for special 
comment. The Introduction to the present book is in larger 
type and fewer pages.? Professor Gonner had covered nearly 
the whole ground in 1891, as Ricardo himself had done, irregularly 


1 After the ‘ Letters to the Chronicle,” reprinted by Professor Hollander in 


1904. 
2 P. xxiii, line 11, for ‘“‘ unrebutting ’’ read “ unremitting.” 
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enough, in the “ Principles.” What the Introduction of 1891 
had not done was embraced in the Appendix on Critics and the 
Appendix on Land and Rent. It was quite right, therefore, for 
the Editor to be brief in 1922. 

But the essays on Bullion, Bosanquet, Economical and Secure 
Currency, give us far more than we had in the “ Principles.” 
Even the tracts on the Price of Corn and Agricultural Protection 
leave the corresponding parts of the “ Principles” far behind 
them. On the other hand, Taxation is more fully covered by the 
“ Principles ” than by any essay. There was still some room for 
the present Introduction and its ripe wisdom. 

If there had been time for revision, the running commentary 
would doubtless have told us, for example, who was the Edinburgh 
Reviewer who provoked a long reply from Ricardo (Gonner, 
pp. 43-60); it was Malthus;—and who was the “ ingenious 
calculator’ (Gonner, p. 196) who found out the Bank’s cash 
and bullion in 1797; was it Tooke? We should have been told 
the fate of the Ingot Plan, about which little is said (p. xxvi). 
It was a pity to follow MacCulloch and leave out the Preface to 
the Bullion tract. But we should be grateful for what we have 
received in both volumes, namely, the best of Ricardo in small 
compass. 





J. BoNAR 


The History of the Worshipful Company of the Drapers of London : 
preceded by an Introduction by the Rev. A. H. JoHnson. 
(Oxford : Clarendon Press. 1922. Vol. III., pp. viii + 520; 
Vol. IV., pp. xi + 653; Vol. V. (Index to Vols. I.-IIT., and 
Corrigenda), pp. 1-99.) 


Tuts is the continuation of the great history of the Drapers, 
the first two volumes of which appeared in 1914 and were reviewed 
in the JournaL, XXVI., pp. 507-513. The completion of the 
printing of the work was prevented by the War; perhaps, too, 
the same cause has resulted in the later volumes being somewhat 
compressed, compared with what they might have been in other 
circumstances. Still the economic historian is provided with 
bountiful material and an experienced and interesting guide 
through its intricacies. Some idea of the magnitude of the work 
may be gathered from the fact that the index to the first three 
volumes forms a book in itself, about the size of the index to 
ten volumes of the JOURNAL. 

Comparing the third and fourth volumes with the first two, 
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the reader feels himself at once in a changed atmosphere. In 
the former the history was mainly that of a trade guild; in the 
latter it is more that of a benefit society. Mr. Johnson has spent 
much time in classifying the actual occupations of the freemen, 
and early in the seventeenth century the great majority were 
no longer drapers. For instance, in 1624, out of 528 freemen 
only 25 were described as drapers or woollen drapers, while as 
many as 116 were tailors, 46 were silk weavers or in other ways 
connected with the silk industry. Yet no sooner does one describe 
the Drapers’ Company as being of the nature of a friendly society 
at this time than the need for qualification at once arises. It 
was a friendly society, not indeed mainly of drapers, but of 
business people and, in the main, with some sort of connection 
with the textile industries of the period. No doubt where we 
find a minority of members falling outside this general classifica- 
tion, there may have been some family connection with these 
trades. Further, too, the Company was affected by its own 
history, and early in the seventeenth century it bore its share 
in some of the great commercial adventures of the period. Thus 
it or its members or both became shareholders in the Company 
for discovering a North-West Passage, in the Virginia and 
Sommers Isles Companies, and also in the London Plantation 
in Ireland. Quite possibly a comparison of the list of freemen 
of the Drapers’ Company with that of the shareholders in the 
Virginia Company (which is in existence) would enable the names 
in Vol. IV. pp. 88-89 to be extended considerably. The con- 
nection with Virginia was short—that with county Londonderry 
in Ireland lasted for about two centuries and three-quarters. 
The general policy and procedure of the Irish Society (which 
was the incorporated body administering certain property which 
was not conveniently divisible amongst the Livery Companies) 
is fairly well known, but there is much less information as to 
what happened regarding the proportion of land assigned to 
some of the Companies. Mr. Johnson traces this with great 
detail and with ample documentary evidence. To students of 
the administration of landed property his work will be of great 
value. While it is of very great interest, the subject is too 
technical to be dealt with adequately here. Probably the main 
question is whether a London Company could be a good landlord. 
Mr. Johnson is able to produce a considerable body of evidence 
towards a favourable verdict. Of course the circumstances have 
to be taken into account. The Company received a district on 
the borders of counties Antrim and Tyrone wasted by war. It was 
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temporarily dispossessed by decree of the Star Chamber after pro- 
cecdings extending from 1625 to 1635. There was the rising of 
1641 and the scouring of the country by the army of James II. 
The documents tend to show that the Company entered on and 
pursued its task with a due sense of responsibility. For the rest 
it depended on the one hand upon the integrity of its representa- 
tives and still more upon the energy of those to whom it made 
leases of comparatively large areas. In 1638 the whole property 
was administered by six freeholders, three leaseholders and one 
tenant of the manor. That there was rapid progress since the 
beginning of the eighteenth century is obvious, as, for instance, 
in the growth of Draperstown, and there can be no question as 
to the extent of the public and charitable contributions of the 
Company. Perhaps the most interesting aspect of the situation 
was that evidently the Company endeavoured to apply (subject 
to the difficulties of distance) the best traditions of English estate 
management to its property in Ulster. 

As to the general development of the Company, the change in 
its activities mentioned above makes these volumes less important 
to the student of commerce but of surpassing interest as regards 
social development. They contribute vastly important evidence 
towards the filling of a serious gap in our historical knowledge, 
namely, how plain, ordinary people were affected during great 
historical events. In the seventeenth century there is the great 
historical pageant of constitutional disputes, the Civil Wars and 
the Revolution. How did these epoch-making events react on 
the lives of the people? Until recently those whom the problem 
interested might speculate, with more or less success, but now we 
are beginning to know, and in the growing body of such know- 
ledge the Drapers’ records will occupy an important place as 
regards life in London. They show first of all—and this is not 
least important—a change in the national attitude. During 
the greater part of the reign of Elizabeth the awakening of 
the nation had gone to people’s heads like wine. Checks to 
enterprise, such, for instance, as outbreaks of plague, were little 
more than pauses in a time of excited and sustained adventurous 
advance. After such a period, reaction was to be expected. 
Generally speaking, one wonders that in the second half of the 
sixteenth century unfavourable conditions had so little effect, 
in the succeeding fifty years one is surprised they had so much. 
Certainly the change in the national psychology is writ large 
throughout the proceedings of the Drapers. Thus it is recorded 
in 1605 that many of the houses of the Company had gone to ruin, 
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seven years later there were only 71 livery-men. During the 
reign of Charles I, 15 persons refused to serve as Warden, and 
during the Interregnum 14 again declined service. The best 
comment on the distraction of the Civil War is in the increased 
charity of the Company, and, still more, in so far as this informa- 
tion survives, in the increased claims on the Company for assist- 
ance. Here it is impossible not to sympathise with the difficulties 
of the officials. It is common knowledge how much strain has 
been placed on the funds of charitable bodies during the present 
period of unemployment. But these institutions have an 
advantage which was denied to the Drapers in the seventeenth 
century in so far as their income from investments is secure. 
The position of the Drapers was very different. The ordinary 
form of investment at the period was in real property, and the 
troubles of the time made it difficult to collect rents. Loans to 
the Crown or later to the Parliament were regarded as highly 
speculative business and had to be forced from the Companies. 
Indeed in 1640 the Drapers refused to lend to Charles I. The 
estimate was right, but the authorities would not be denied, 
and thus the Drapers and other bodies had to find capital the 
payment of interest on which was most uncertain. Accordingly, 
with increasing applications for aid, the income was unfortunately 
precarious, and in 1649 the Drapers had loans of £12,000 outstand- 
ing on which interest was not being paid, and the Company 
petitioned for aid to prevent its utter ruin. 

In one respect these records are curious reading. It will be 
seen that the Company had very special anxieties arising out of. 
the state of the country, and one follows in detail how it attempted 
to deal with them. One might expect that there would be con- 
siderable discussion of the great historical questions which 
agitated men’s minds, but this is not so. On the contrary, there 
is no discussion—scarcely indeed any mention of the causes of 
the perplexities of the Company. In this connection it is highly 
significant that there are only two incidental allusions to Cromwell. 
The reason suggested by Mr. Johnson is probably the true one, 
namely, that the members were divided upon political events, 
and that therefore these were not discussed. The Company 
endeavoured to do the best the circumstances permitted in 
relieving the resulting distress. That it succeeded is much more 
significant than appears on the surface. One imagines there 
may not be many countries in which a similar compromise would 
have been possible. Of course such action was utterly illogical, 
if political strife admits of a clear issue—and yet after all it may 
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have been the higher logic. It at least offered a measure of 
insurance towards political and social reconstruction when the 
political issue had been settled, and made recovery more rapid 
than could have been the case otherwise. 

After the Restoration it was long before the Company entered 
into calm waters. The records, upon which the history is based, 
had a narrow escape during the Great Fire and were only pre- 
served owing to the devotion of the clerk of the period, G. Inice. 
From 1680 to 1690 this Company was involved in the fluctuating 
disputes about the government of London, but on this topic its 
records provide little fresh information. It was in the eighteenth 
century that it settled down to its proper réle as a charitable 
institution free from undue external distractions. An important 
factor in its success was the care with which trusts were admin- 
istered, upon which point Mr. Johnson gives a number of 
interesting extracts from the records. 


W. R. Scorr 


An Essay on the Economic Effects of the Reformation. By GrorcE 
O’Brien. (London: Burns, Oates & Washbourne. 1923.) 


In this essay the author attempts to prove that modern 
Capitalism and Socialism are the products of Protestant and 
more especially of Calvinist doctrines. 

Modern Capitalism he defines as the “ accumulation of wealth 
as a good in itself.”” The wealth amassed by the capitalist 
“is not designed for himself or for his own enjoyment; it has 
ceased to be a means and has become an end; and success in 
business is not regarded as desirable because of the opportunities 
of leisure or enjoyment which it provides, but because it is the 
outward and visible sign of the successful accomplishment of a 
vocation.” 

It is no doubt true that some capitalists get so deeply im- 
mersed in their profession that they care for little else, but the 
desire to accumulate wealth for its own sake seems to us to be 
rather the characteristic of the miser. As a definition of a 
class it is surely a very narrow view. Nor is it true that 
all capitalists are out “ to exploit the labours of others ”’ while 
doing nothing themselves. To say this is to forget the enormous 
amount of brain-work done by the master of industry, and the 
statement savours of the popular heresy that all wealth is the 
product of manual labour. Nor is it at all universally true that 
our great industrials have no thought for the welfare of their 
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employees. And, if it be more correct to say that the investors 
in a joint-stock business know nothing of the workmen and 
have lost the personal connection which existed between the 
great entrepreneur and his workmen, it is absurd to say that 
they are interested in accumulating wealth for wealth’s sake, 
and not for the enjoyment which wealth brings. 

This form of capitalism, we are told, was in the Middle Ages 
checked by the religious and ethical teaching of the Catholic 
Church. She insisted on “ the subordination of all commercial 
and industrial activities to the moral law.” She taught the 
lessons ‘‘ of love and duty” and enforced her principles by 
religious sanctions. But when once the Reformers had broken 
away from her guidance and insisted on the right of individual 
liberty and of private judgment, that restraint was abandoned, 
and, while they insisted on the necessity of faith, they lost sight 
of the importance of good works. 

Moreover, “‘ the fundamental principle of the reformers that 
man’s unaided judgment was the only sure test of religious 
truth, which led to the rejection of the authority of the Church 
and to the adoption of the Scriptures as the only source of revela- 
tion, afterwards came to be turned against the authority of the 
Scriptures themselves. Hence numerous sects arose and heresy 
has always been the foster-mother of revolutionary and equali- 
tarian opinions.” 

Finally, the Church was looked upon by the Reformers as an 
institution concerned exclusively with the religious life of its 
members, and thus the spiritual life and the temporal life became 
dissociated. Thus the whole moral tone of society was lowered, 
“ till at the present day the average man scoffs at the suggestion 
that the Church has any claim to interfere in the direction of the 
political, economic, or social affairs of the nation.” 

Man thus left without the spiritual guidance of the Catholic 
Church and possessed by the demon of individual freedom and 
private judgment, devoted his working days, if not his Sundays, 
to the accumulation of material wealth, and finally developed the 
utilitarian theory which held that in devoting himself to the 
pursuit of selfish interest he was advancing the best interests 
of all. ‘‘ Hence the rise of the modern Capitalist, of the doctrine 
of unlimited competition, and of the removal of ail restraints 
by the State.” And all this “is analogous to the insistence by 
the Protestant on freedom from all restraints of the Church. It 
is private judgment translated into the realms of industry.” 

Now all this appears to us to be a travesty of the truth. 
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The pictures drawn of the conditions of industry in the Middle 
Ages are far too highly coloured, while the absolute breach 
between religion and life in Protestant countries is overdone. 
The attack also on the classical school of economists and on the 
utilitarians is grossly unfair. It is quite untrue to say that the 
utilitarians were mere hedonists; that they held the only aim 
of life to be the pursuit of pleasure or of material prosperity. 
They believed indeed, perhaps wrongly, that the State itself 
could do very little to promote the moral welfare of mankind, and 
that all that it could usefully do by direct action was to promote 
the material welfare of the greatest number. 

As for the “classical economists” they acknowledged that 
their science was a strictly limited one; that, as it was im- 
possible to reduce to scientific analysis and co-ordination the 
many motives which influenced man, they were only dealing 
with an abstract person, the ‘‘ economic man,” and, given the 
economic interests and impulses of mankind, they tried to dis- 
cover the ‘‘ tendencies”’ of certain economic conduct. It may 
be true that they did not always clearly explain themselves, 
certainly they were often misunderstood; but none of them 
denied that men were ever moved by other than economic 
motives, nor that the State was justified in subordinating economic 
results to social, moral or political considerations. 

We do not deny that the Protestant spirit of individualism 
and self-reliance did tend to further the development of industries 
on a large scale and helped to increase the numbers of those who 
were qualified for the management of these industries. But we 
are convinced that the economic necessities of the time were 
the real cause of the development of these industries and that 
they would have arisen even if the Reformation in religion had 
never occurred. There is abundant evidence to prove that the 
change had begun at least as early as the fifteenth century. 
Indeed, as early as the close of the thirteenth century, we have 
an instance of a draper of Douai, who was a great merchant 
entrepreneur. His house was not a factory but a depot of raw 
wool and of cloth, and a place of business. He not only bought 
and sold cloth but made it himself. He resembled a great 
modern entrepreneur except that the actual industry was carried 
on in the homes of the workers instead of in a factory. He had 
reduced his employees to a condition of helpless dependence. 
They were most of them in debt to him, many lodged in houses 
rented of him, and he had established a kind of truck system.! 

1 Cf. Vierteljahrschrift fiir Social und Wirthschaftsgeschichte, iii. 35. 
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Much the same may be said of the famous Jack of Newbury of 
the time of Henry VIII, while many of the members of the 
greater guilds, such as the Drapers, the Goldsmiths, the Fish- 
mongers, as well as the Merchant Adventurers, were great 
capitalists and masters of industry. Who, again, has not heard 
of the Bardi, the Peruzzi and the Fuggers? Indeed, the rise 
of the capitalist was inevitable, as industry and trade became, 
not only national, but international, and as the improvement of 
machinery demanded larger capital, and an entrepreneur to 
provide it and to manage an extensive business. Nor was the 
change confined to Protestant countries. 

But Dr. O’Brien is not satisfied with insisting that modern 
Capitalism is a product of the Reformation. He holds it re- 
sponsible for the later move towards Socialism, because, forsooth, 
it was a reaction from the abuse of Capitalism. If we are to 
follow this line of argument the rise of Capitalism itself might be 
attributed to the Catholic Church, since the Reformation was a 
revolt from her doctrines and her attempt to check and control 
individual liberty and independence. 

Nor, finally, were socialistic theories confined to Protestant 
countries. Many of its most powerful advocates were born in 
Catholic countries, and there is nothing in their ideals which is 
incompatible with the maintenance of a united Christian Church. 

In conclusion, the essay is the work of an advocate. He has 
got up his case well, and there is evidence of much industry in 
the collection of his evidences. But, like most advocates, he 
overstates his case; and he forgets his own warning, that “ it is 
not possible to isolate the part played by religious belief from 
that played by other factors sufficiently to ensure that some 
non-religious influence is not being left out of account” (p. 10). 

ARTHUR JOHNSON 


Le Boycottage devant les Cours Anglaises, 1901-23. Par Renz 
HorrueErR, Chargé de Conférences 4 la Faculté de Droit 
a Lyon. (Paris: Giard. 1923. Pp. 181. Prix 10 fr.) 


Tuts book forms Volume IV of the Bibliothéque de |’ Institut 
de Droit Comparé de Lyon, and is a discussion of the cases tried 
before the English courts arising out of Quinn v. Leathem and 
the Trade Disputes Act of 1906. The author notes two antago- 
nistic currents in English law, one for the repression of all actions 
tending to restrict the liberty of the individual, the other for 
the abstention of the courts from disputes between employer 
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and workman or between workman and workman. When 
industry was under the rule of free competition the lawyers 
evolved the doctrine of “ restraint of trade,” under which any 
conduct fettering the free action of merchant, manufacturer, or 
workman was held to be illegal. With modern evolution of 
industry into agreements or associations of employers on the 
one hand and into trade unions of workpeople on the other, a 
new customary law developed having as its very object the 
restriction of free competition, the unrestrained working of 
which was now found to be hurtful. The legality of such 
associations of employers was established in the Mogul Case 
in 1892, and in Allen v. Flood (1897) the House of Lords refused 
to interfere with the action of a trade union to exercise com- 
pulsion on an employer in his manner of conducting his business. 
Four years later, however, in 1901, this immunity of trade 
unions was upset in Quinn v. Leathem, and only after a political 
campaign was it restored, in intention, by the Trade Disputes 
Act. The decisions of the courts during the past seventeen 
years have not by any means been harmonious, and a new 
principle, the rights of third parties, has been evoked, notably 
in Pratt v. British Medical Association (1919), where a medical 
man recovered damages for boycott. The latest case of Braith- 
waite v. Amalgamated Society of Carpenters, Cabinetmakers 
and Joiners (1922) also registers a deviation from the apparently 
established practice of non-interference in disputes between 
workmen. This same state of legal confusion exists in French 
and American jurisprudence, and it still remains an unsolved 
problem, how to reconcile ancient legal principles with modern 
industrial developments, or what new principles should be evolved 
to regulate the rights of persons engaged in industrial disputes. 
Henry W. Macrosty 


Sparta und seine Symmachie. By Utricn Kanrstept. (Gottin- 
gen: Danderhoeck. 1922. Pp. xii + 443.) 


Tue finances of Sparta were in time of peace “ quite parochial,” 
as Mr. Zimmern puts it. But even then they give birth to many 
interesting problems, amongst others to the question why they 
have remained such. Their iaterest grows in time of war and 
is much more keen now that modern Europe has fought a war 
that has much in common with the terrible struggle that marked 
the twilight of classical Greece. 

Unhappily the sources are scanty and somewhat obscure. 
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Hence the fact that except a little book published in Greek by 
the reviewer (Athens, 1915), no study has been written on the 
finances of Sparta. This is one reason more to welcome Kahr- 
stedt’s exhaustive work. Of course it approaches Sparta from 
the legal and not from the economic point of view; as a matter 
of fact it forms the first volume of a treatise on Greek Public 
Law (Griechisches Staatrecht). But the author had to face 
many economic questions, and he has faced them well. The 
chapter in which he explains how the Great War was financed 
from the Spartan side, and why the financial war-system of the 
Spartan Symmachie had to be for legal reasons quite different 
from that of the Athenian group, are of great value to financial 
history. So are also many other pages, for instance, the one on 
the vexed question of the taxation of the perioikoi. 
A. ANDREADES 


The History of Greek Agriculture. By Drm. L. Zoarapuos. 
(Two first volumes, Athens, 1921, and 1923.) 


Tuts is the first attempt to give a complete picture of the 
evolution of Greek agriculture during the last hundred years. 
The two first volumes describe the state of affairs on the eve of 
the Greek revolution, during the war of independence and during 
the first years of the new kingdom. Two others will bring it 
down to the present day. 

M. Zographos is a journalist, and he has both the qualities 
and the drawbacks of his profession. He is extremely readable, 
but is not afraid of digressions. His work requires some boiling 
down. Apart from this he deserves much praise. He has 
collected and marshalled an immense amount of material little 
known or not easily accessible. His difficulties were specially 
great for his first chapters, as the Turks troubled themselves 
little about collecting data and figures about agriculture. How- 
ever, besides several Greek local documents, the British and French 
Consuls and the then frequent tourists have preserved for us a 
good deal of information, and M. Zographos has made good use 
of it. His work will be of great use to anyone wishing to study 
modern Greece. 

A. ANDREADES 
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La Partecipazione degli Operai nell’Ordinamento e nella Gestione 
delle Imprese Pubbliche e Private. By ANTONINO VITALE. 
(Milan: Hoepli. 1922. Pp. 271.) 


The Economic Resources of Italy ; their Development during the 
Last Twenty-five Years and their Present Condition. Two 
volumes. (Milan: Credito Italiano. 1920.) 


Dr. VITALE has brought together a good deal of useful 
information regarding the control of industry in various countries. 
He has also summarised, in their appropriate national setting, 
the chief proposals, which are in the air, for securing a greater 
degree of ‘‘ workers’ control.” His book has considerable value 
as a work of reference on these subjects, though he is often com- 
pelled, through lack of data, merely to quote laws and regula- 
tions without attempting any estimate of their practical effect. 
An example is the interesting French law of 1917, which per- 
mitted joint stock companies to give votes to their employees, 
in proportion to their earnings, at shareholders’ meetings. One 
would like to know how widely this power has been used, and 
with what results. 

The author’s own attitude is, on the whole, conservative. 
He is opposed to anything in the nature of collectivism, and is 
doubtful whether wage-earners are competent to participate in 
the control of industry without seriously imperilling production. 
But he approves of collective bargaining and believes that there 
is scope for a considerable increase in profit-sharing and in 
producers’ co-operative enterprises. He thinks that trade 
unionism has had great educative value in England and that 
the comparative absence of a trade union tradition in Italy is 
a source of weakness. 

The Credito Italiano must be congratulated on the production 
of these two volumes on the Economic Resources of Italy. They 
are excellently printed and illustrated. Indeed the second 
volume consists entirely of illustrations. The letter-press con- 
tains a mass of information on every aspect of modern Italian 
economic life, the growth of population, agriculture and industry, 
banking and insurance, railways, shipping, foreign trade, the 
tourist traffic, public finance and the Italian colonies. The 
first volume also contains a series of panoramic views of the 
principal Italian towns, and the second a great variety of photo- 
graphs illustrating every phase of economic activity. In the 
clear air of Italy the photographer, especially when possessed 
of the gift of artistic selection, wins easy triumphs. But the 
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Credito Italiano must have spent a large sum on this pleasing 
form of advertisement. The price at which it is supplied to the 


public is not stated. 
Hucu DaAtton 


Banking and Currency. By W. J. Weston, M.A., B.Sc. Lond. 
(London: W. B. Clive. - University Tutorial Press. Pp. 
Vili + 330.) 

In his Preface Mr. Weston says that his book, “ though 
intended primarily as a handbook for candidates, will also serve, 
one hopes, as an introduction to the subject for all interested 
in our currency system and in its changes consequent upon the 
Great War.” He has succeeded better in his first object than in 
his second. The book, in its fifteen chapters and nine appendices, 
contains a large amount of information with regard to the history 
of banking and currency, the functions of money, the principles 
of banking, as well as an outline of monetary theory and a good 
deal of technical matter. It is fairly clear, and on the whole 
accurate. But Chapter VIII, on ‘“ Measuring Variations in the 
Value of Money,” which deals with the quantity theory, leaves 
too much to the imagination of the reader, while there are doubtful 
statements and occasional slips to be found here and there. 
For instance, to say that ‘“‘ there was little demand for money ” 
(p. 120) during the war period is misleading without a good deal 
of explanation, and to say that the Bank of England on the 
outbreak of war issued notes in excess of the minimum (p. 152) 
is an obvious error. 

The author skates rather lightly over the many difficult 
monetary problems which have arisen since the war, and with 
which we are at present beset. But the book provides informa- 
tion which should certainly help its readers to form reasoned 
judgments with regard to such questions. It is probably a 
useful cram-book for the examinee; in fact, it may be too useful, 
and have the effect of drawing aside the attention of students 
from more scientific works. But, on the other hand, the book 
is not very readable, perhaps because it is primarily intended for 
examinees. Mr. Weston has tried hard to make it attractive, 
but one is left with the impression that he has tried a little too 


hard. 
H. SANDERSON FURNISS 


No. 131.—vowu. XXXII. FF 
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Trade Transport and Finance, with Examination Questions on the 
Theory and Practice of Commerce. By G.Matret. (London: 
Macmillan. 1923. 444 pp.) 


Applied Business Finance. By EpmMunpD E. Lincotn. (Chicago: 
Shaw. 1922. 423 pp.) 


Mr. Matrret, who is known as the author of Principles and 
Practice of Business, has now produced an excellent manual for 
first-year economic students, furnished with forms such as a 
specimen Bill of Lading and with numerous tables. A close 
inspection of a few details shows that it has been compiled with 
great care. The historical part is well written and the arrange- 
ment is excellent and logically conceived. The printing is 
accurate and we have only noticed one insignificant misprint. 


In contrast with the above, Mr. Lincoun’s advanced course 
of business lectures is mainly devoted to the absorbing pre- 
occupations of those who wish to raise capital either to incept 
or carry on trading enterprises on a considerable scale. The book 
is substantially concerned with American conditions to an extent 
which would make it of little interest to English readers if it did 
not contain information of exceptional value on the working of the 
new Federal Reserve Banking System, which is destined without 
doubt to have an enormous influence on currency questions of 
international importance. For instance, the contest in America 
between “ single-name ”’ and “ double-name paper,” in which the 
newer method will probably carry the day, is one more proof of 
the wise saying of Mr. Lincoln (p. 488), that “it will require 
considerable time before our methods will be so well standardised 
as those of England, where separate ‘ acceptance houses ’ specialise 
in accepting drafts drawn in foreign trade transactions.” 

G. B. DipBLeEe 








1923 


the 
lon: 


igo : 


and 
for 
Sa 
lose 
vith 
ige- 


; is 


irse 
ore- 
ept 
00k 
ent 
did 
the 
ut 
of 
ica 
she 
ire 
ed 
ise 





NOTES AND MEMORANDA 


An UNPUBLISHED LETTER OF ADAM SMITH 


[The following letter from the Glasgow University library formed 
one of the exhibits at the recent centenary exhibition. | 


Mr. Toomas CaDELL, 
Bookseller, 
Strand, 
London. 


Dear Sir, 

You have very great reason to wonder at my long 
silence. The weak state of my health and my attendance at 
the Custom House, occupied me so much after my return to 
Scotland, that tho’ I gave as much application to study as these 
circumstances would permit, yet that application was neither 
very great nor very steady, so that my progress was not very 
great. I have now taken leave of my Colleagues for four months 
and I am at present giving the most intense application. My 
subject is 7'he Theory of Moral Sentiments, to all parts of which 
I am making many additions and corrections. The chief and 
most important additions will be to the third part, that concern- 
ing The Sense of Duty, and to the last part, concerning he 
History of Moral Philosophy. As I consider my tenure of this 
life as extremely precarious, and am very uncertain whether | 
shall live to finish several other works which I have projected 
and in which I have made some progress, the best thing, I think, 
I can do is to leave these I have already published in the best 
and most perfect state behind me. I am a slow, very slow work- 
man, who do and undo everything I write at least half a dozen 
times before I can be tolerably pleased with it; and tho’ I have 
now, I think, brought my work within compass, yet it will be the 
month of June before I shall be able to send it to you. I have 
told you already, and I need not tell you again, that I mean to 
make you a present of all my Additions. I must beg, therefore, 
that no new edition of that book may be published before that 
time. 


I should be glad to know how the sale of my other book goes on. 
FE2 
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I am ashamed of the trouble I have so often given you about 
the Philosophical Transactions. The second part of 1787 is now 
due to me; and the first part of 1788, if it is yet published. I 
should be much obliged if you could find a clever way of sending 
them to me. 

Remember me most affectionately to Strahan, and believe 
me to be, 

My Dear Sir, 
Most affectionately yours, 
ADAM SMITH. 
Edin. 
15th March, 1788. 





MAINTENANCE OF ORGANISED MARKETS 


It is generally recognised that speculation by dealers on the 
organised produce markets is of value to the community. Foolish 
speculation, such as that of amateurs mostly is, tends to upset 
the equilibrium of prices: informed speculation by those who 
make a professional study of the market is, on the average, 
successful, and so both provides profit for the speculator and 
performs a public service in steadying prices. 

So far there seems to be agreement; but the question as 
to where the profits come from has been little studied, and the 
impression that is prevalent is, I think, erroneous. Thus Mr. 
J. G. Smith, in his admirable descriptive account (Organised 
Produce Markets (Longmans, 1922, p. 121)), states :— 


“Yet .. . it is difficult to see how the speculative market 
can be maintained for the legitimate traders without the 
admission of the foolish outsider also, in quite considerable 
numbers. As has been pointed out already, it is from this 
latter class that the expert speculator in the long run derives 
the main portion of his remuneration for the valuable services 
he renders. It would not be possible to bring about a condition 
of affairs under which expert speculators of great experience 
and knowledge carefully investigated all the circumstances 
bearing on prices, and then alone worked out the consequences 
and arrived at a scientifically determined market price.” 


It is a matter of real importance whether this view is correct ; 
whether the existence of a class of foolish “ punters ’’ who lose 
money on the exchanges is essential to their maintenance, or 
whether the income of exchange dealers comes from another 
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source. To throw light on it, we will try to trace the course of 
typical price changes. 

Suppose that the production and consumption of a commodity 
—say wheat—has been for some time normal, and that then an 
accident occurs to change abruptly the supply or the demand. 
First suppose a deficient harvest. The wheat farmers’ expenses 
will be practically unaffected, -but their receipts will be affected ; 
if the demand for wheat is sufficiently urgent (technically if the 
demand has an elasticity less than unity), price will rise so much 
that their receipts in money will be greater than usual. Con- 
sumers will pay actually a greater total of money for a reduced 
supply; they will be driven to buy up existing stocks of wheat 
and also to buy substitutes, such as oats or maize, and they will, 
of course, have considerably less income to spend on all things 
other than cereals. A large transfer of income is made from the 
community in general to the wheat farmers. The world’s crop 
being worth one thousand million pounds sterling, and the 
elasticity of demand say 0°6 (Lehfeldt, Economic JouRNAL, Vol. 
XXIV, p. 212), then if the crop be six per cent. short, price will 
rise ten per cent. and the total money paid for it will be four 
per cent., or £40,000,000 more than the average. A fluctuation 
of this magnitude is quite common. 

If the demand is more elastic, the producers of the article do 
not gain so much and may lose, but the commodities dealt with 
on the organised produce exchanges are all of a kind for which 
the demand is somewhat urgent. Statistics are lacking as to 
the way in which the total value of the cotton, or the coffee harvest, 
for example, varies, but in any case there is the chance of a 
considerable transfer of wealth. 

If the producers gain by a bad harvest, it is, of course, the 
class as a whole who doso. The harvest is not ordinarily uniform, 
so there will be some farmers whose crop is so bad as not to be 
compensated by the rise in price, while there are others who 
enjoy the advantage of the high prices although their crops are 
of full quantity. 

In the opposite event, of a crop above the average, the effects 
are simply reversed; that is, the additional real wealth which 
Nature bestows on the farmers is, for the most part, transferred 
by them to the community at large. They may gain, but usually 
not so much as the community gains, and the more inelastic the 
demand, the less favourable is the position of farmers, who may 
even lose by the bounty of Nature. 

Abrupt changes in demand are not so important, but they 
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occur sometimes. Thus, the outbreak of a war might create an 
exceptional demand for cotton, whether for soldiers’ shirts or 
for explosives. In this case, the quantity of the crop being 
unaltered and the price raised, there is clearly an increase in the 
producers’ income, and a reduction in that of consumers, who, 
since they have to spend so much on cotton, have to go short of 
something else. 

If, now, we trace the product on its way from the farmers’ 
fields through the hands of various merchants to the produce 
exchange, and thence to manufacturers, and, finally, to the public, 
we may describe all the parties on one side of the exchange as 
producers, all on the other as consumers. The exchange stands 
out as the principal organ for effecting the transfer of wealth 
between the two parties, which is indicated by the alteration 
in price. Exchange dealers are in a position to represent— 
temporarily, perhaps—either of the main parties to the trans- 
action, and if they do not restrict themselves to a merely 
mechanical function, as brokers, some of the wealth transferred 
will naturally remain with them. Thus, when a deficient crop 
is ripening an exchange dealer, with his superior sources of 
information, and knowledge of the market, will associate himself 
with the producers, in the sense that, by buying futures he 
becomes responsible for a part of the enterprise of growing the 
crop. When an abundant harvest is just coming into sight, an 
astute dealer starts bearing the market; that is, by selling 
futures, he takes a share in the utilisation of the unusually 
abundant and cheap material which will shortly be forthcoming. 
Clearly, quite a small fraction of the transfer of wealth occasioned 
by natural conditions will suffice to remunerate the members of 
a produce exchange. 

Manufacturers do actually hedge on their purchases with 
the object of keeping free from speculative losses and profits, 
and thus obtaining simply the appropriate remuneration of their 
work of manufacturing. We might imagine the same custom 
extended to all intermediaries: thus, there would be ample 
scope for dealers’ profits over the transactions with the two 
classes of persons who necessarily have recourse to the exchange— 
the real sellers of produce and the real buyers; and if the 
amateur speculator disappeared altogether, produce exchanges 
would still earn the income necessary for their maintenance. 

R. A. LenreLpt 
UNIVERSITY OF THE WITWATERSRAND, 
JOHANNESBURG, 
April 1923. 
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OBITUARY 
VILFREDO PARETO 


THE death of Pareto will be felt as a heavy loss by the country 
with which he was connected by origin, by education, and as an 
ornament to its literature. The loss is also very great for the 
science which he enriched by valuable contributions. He was 
born July 15, 1848, in Paris, where his father, Marchese Pareto 
of Geneva, a follower of Mazzini, and exiled by King Charles 
Albert, resided. His mother was French. He came to Italy 
under the amnesty of 1858, studied engineering in Turin, and 
subsequently became manager of a factory in Florence. Mean- 
while he prosecuted economic studies, and distinguished himself 
in his presentation of the arguments for Free Trade. He 
deserved to be the successor of Walras in the chair of Lausanne, 
to which he was appointed in 1893. His ardent genius found 
scope in applying to Political Economy that mathematical 
method in which Cournot, Walras, Jevons, Edgeworth had 
gathered splendid laurels. At the same time he pursued historical 
and statistical researches with no small success. His formula 
for the numerical distribution of incomes—the best page of his 
best work in my view—has been utilised in England and in the 
United States. Sir Josiah Stamp has told us that he owes to 
that formula the discovery of a gross omission of numerous con- 
tributors to the income-tax committed by his assistants at 
Somerset House. The best page of Pareto’s life was written 
when he, the rigid follower of the liberal school, opened his 
house to Italian socialists persecuted by a reactionary govern- 
ment. Although his systematic opposition to democracy and 
to every movement for the enfranchisement of the human race 
prevented me from sympathising with his political views, I ever 
admired his learning, at once extensive and profound (qualities 
not often found together), his indefatigable energy and that 
resolute persistence in the development of his central ideas which 
is the secret of all the memorable victories in the battlefield of 
thought. We all associate ourselves with the sorrow which the 
learned world will feel on hearing of Pareto’s sudden death. 

A. Loria 
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CuRRENT TOoPics 


TuE following have been elected to membership of the Royal 
Economic Society :— 





Aiyar, C. R., Hicks, A. Price, Francis M. 
M.B.E. Innes, F. F. Pugh, Alfred E. 

Aiyer, T. J. K. Jones, W. H. Raynes, H. E. 

Appleby, T. W. Jones, W. J. Reed, C. 

Ashley, C. A. Kammeyer, Dr. Rex, A. 

Bacon, J. J. E. Robinson, L. Rex 

Bath, A. E. Kantor, H. S. Royle, R. 

Beasley, C. G. Khan, M. A. Sachs, A. 

Bradshaw, T. King, H. H. Savory, D. 8. 

Brown, E. H. Lee, H. S. Seay, G. J. 

Burrows, V. A. Loewenstein, G. Shafi, Khan Sahib 

Butterfield, W. T. Luff, R. E. R. S. M. 

Yarpmael, C. Lyons, P. J. Shah, N. J. 


Casey, D. P. 
Coghlan, Col. D., 
O.B.E. 
Collins, Sir Godfrey 
P., EP. 
Connor, L. R. 
Crichton-Stuart, 
Lord, C., M.P. 
Dade, E. B. 
Daniel, W. J. 
Dass, Dr. N. 
Davidson, A. R. 
Dieckhoff, Dr. H. 
Edwards, A. J. C. 
Edwards, Prof. G. 
W. 
Egerton, W. le B. 
Kjiri, M. 
Garrett, C. W. 
Gifford, J. L. K. 
Gupta, K. Das. 
Hammond, T. L. 
Harrison, W. L. 
Harle, T. G. A. 


Macaulay, T. B. 
Mackintosh, Prof. 
W. A. 
McLennan, J. 
Mason, S. W. 
Maudling, R. G. 
Menken, J. 
Menzler, F. A. A. 
Millsaps, J. H. 
Millward, G. D. 
Mohan, Prof. S. 
Montgomery, R. H. 
Moorhouse, A. 
Noda, T. 
Noyes, C. Reinold. 
O'Neill, J. 
Oshima, H. 
Paine, W. J. 
Pandalai, K. C. 
Pattimore, T. E. 
Penson, J. H. 
Peters, Prof. Iva 
L., Ph.D. 
Pott, R. H. 


Shann, Prof. E. 
Sharman, Prof. B. 
Dp. 
Shumshair, Capt. 
Thir. 
Silberling, N. J. 
Smith, W. Miller. 
Snipe, J. 
Symmons, F. P. 
Teare, H. E. 
Thakur, B. T. 
Thurston, O. TA. 
Trant, J. B. 
Tudor-Hart, A. E. 
Varma, P. M. L. 
Vokins, G. A. 
Watson, A. D. 
Watson, J. Allen. 
Webster, W. 
Weeks, R. W. 
Williams, E. 
Wolman, Leo. 
Woolston, P. L. 
Zeuch, Prof. W. E. 
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The following have compounded for life membership :— 


Bacon, James. Price, Francis M. Smith, W. Miller. 
King, Horace H. Pugh, Alfred E. Teare, Herbert E. 
Millward, Geoffrey D. 

The following have been elected to library membership :— 
Stockholms MHogskolas Socialvatenskapliga Institut; United 
States Tariff Commission, Washington; University College, 
Colombo. 


Tue issues of the Rises ey des September, 1914, 
December, 1915, March, 1917, March, 1918, June, 1918, March, 
1919 and June, 1919, are now out of print. As a few additional 
copies are required for the purposes of completing sets, the 
Secretary of the Royal Economic Society would be much obliged 
if any Fellows who can spare their copies of these issues would 
return them to the Assistant Secretary, Mr. 8. J. Buttress, 6, 
Humberstone Road, Cambridge. A payment of 5s. will be made 
for each copy so returned. 

The Society has for disposal one complete set of the Economic 
JOURNAL (1891-1923), bound in cloth. Price on application to 
the Assistant Secretary, as above. 





The following is the programme of the Economic Section 
during the forthcoming Liverpool Meeting of the British 


Association :— 


Sept. 13. 10a.m. Mr. C. E. R. SHerrineron : A Comparison of the probable 
Economic Results of the United States aaa 
Act 1920, and the British Railways Act 1921. 

7 a.m. Joint Discussion with Section J (Psychology): The 
Interconnections between Economics and Psychology 
in Industry. 

Afternoon: Visit to the Docks. 

Sept. 14. 10a.m. Prof. H. Cray. The Post-War Wages Problems. 

lla.m. Joint Discussion with Section M (Agriculture): The 
Economic Outlook for British Agriculture. 

Sept. 17. 10a.m. Mr. H. D. HenpEerson: Stability in the Standard of 
Value. 

lla.m. Presidential Address by Sir W. H. Beverivce, K.C.B., 

on Unemployment and Insurance. 

2.30 p.m. Visit to Liverpool Cotton Association. 

Sept. 18. 9.45a.m. Mr. P. Sarcant Firorence: Individual Variations in 
Efficiency and the Analysis of the Work-Curve. 

10.45 a.m. Prof. F. Y. EpGewortH : Women’s Wages in Relation 

to Economic Welfare. 

12.15 p.m. Mr.J. A. Bow: The British Coal Agreement of 1921. 

Sept. 19. 10a.m. Mr. J. J. CuarKe: Some Factors relating to the Re- 
housing of Slum-dwellers. 


Mr. A. M. Carr-SAuNDERS, author of The Problem of Popula- 
tion and a member of the Executive Committee of the Eugenic 
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Education Society, has been appointed to the Chair of Social 
Science in the University of Liverpool. 





THE recent re-establishment of the Professorship of Finance 
at the University of Birmingham on a more adequate footing 
has been faciliated by a gift of £5000 from the great Japanese 
Commercial house of Mitsui. One of the heads of that house 
and certain of its officials have been students at Birmingham in 
the Faculty of Commerce. Mr. John George Smith, M.A., has 
been appointed to the Mitsui Chair. Mr. Smith brings to the 
study of Economics the advantage of proficiency in Mathematics. 
He took the highest honours in Mathematics at Trinity College, 
Dublin, and was for some time Lecturer in Mathematics in 
University College, Cardiff. But interest in Economics pre- 
dominating, he turned to the teaching of that subject. He is the 
author of a recent work on Organised Produce Markets, reviewed 
in our March number. 





In the University of Tasmania steps have been taken during 
the past three years to establish the study of Economics and 
Commerce. In 1919, with the co-operation of the Government of 
the State and the business community, a Faculty of Commerce 
was organised and degrees in Commerce established. A Chair 
of Economics was created in 1920, and Mr. D. B. Copland of 
Canterbury College (N.Z.) was appointed to it. Under the will 
of the late Professor Pitt Cobbett of the University of Sydney, 
a bequest of £5000, made available to an Australian University 
for the study of industrial relations, has fallen to the University 
of Tasmania and a Pitt Cobbett Lectureship in Economics 
has been founded. Mr. J. B. Brigden, B.A. (Oxon.), has been 
appointed as the first lecturer under the bequest. 





Tue Newmarch Lectures at University College, London, will 
be delivered this year by Mr. Henry Higgs on “ The Part of 
Statistics in Civic Education.” The lectures will be given at 
6.15 p.m. on six successive Wednesdays, beginning October 31. 
They are free to the public. 





Our Japanese correspondent writes as follows :— 

The bicentenary of the birth of Adam Smith (June 5, 1923) 
was celebrated in Tokyo, at the instance of the ‘“ Keizaigaku- 
Kokyukai ’’—a society which has for its object the study and 
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advancement of economic science, and includes among its members 
almost all professors of economics of the universities in Tokyo 
and many Government officials and business men. The celebra- 
tion, which was held in the precincts of the Imperial University 
of Tokyo, took the form of an exhibition, lectures and a dinner- 
party. 

In the exhibition the Wealth of Nations was represented by 
the first edition of 1776, with the subsequent editions, and also 
by its translations. Among the latter was a Chinese translation, 
published in 1901. Of the Japanese translations there are now 
three; the earliest appeared in 1885, and the next in 1921-1922 
in two volumes, and the third is expected shortly. In addition 
about 300 volumes, which once formed a part of Adam Smith’s 
own library, were exhibited. These were bought by Prof. 
I. Nitobe in London in 1920 and presented to the Faculty of 
Economics of the Imperial University of Tokyo. There were 
also biographies of Adam Smith and many works mentioned 
by him in his writings. The medallions, engraved portraits and 
photographs of his birthplace and tomb attracted the attention 
of visitors to the number of more than 2000. 

The lectures commenced at half-past one in the afternoon 
and continued till about six o’clock. The attendance was so 
large that not a single seat in the biggest hall of the University 
was left unoccupied. The lectures and their subjects were as 
follows :— 


1. Opening Address. By Prof. N. Kanai, Tokyo Imperial 
University. 

2. Adam Smith as a Source of Economic Thought. By Prof. 
M. Shiozawa, Waseda University. 

3. Adam Smith and Mercantilism. By Prof. 8. Takahashi, 
Keio University. 

4. Adam Smith and Monetary Problems. By Prof. K. 
Yamasaki, Tokyo Imperial University. 

5. Adam Smith as Champion for Welfare. By Prof. T. 
Fukuda, Tokyo Commercial University. 


After the lectures a dinner-party was held, at which about 
one hundred were present, and speeches referring to Adam Smith 
were delivered by Prof. N. Kanai, Prof. E. Yahagi, Dean of the 
Faculty of Economics of the Imperial University of Tokyo, 
Baron Y. Sakatani, former Minister of Finance, Prof. T. Fukuda, 
Mr. J. Inoue, President of the Bank of Japan, Dr. E. Lederer, 
Professor of Heidelberg University and (at present) Professor 
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of the Imperial University of Tokyo, Mr. J. Soyeda and Mr. T. 
Shidachi, former Presidents of the Industrial Bank of Japan, 
and Mr. E. Ono, present President of the same Bank. Reference 
was made to a note, in the Economic JouRNAL of 1919, con- 
cerning the bronze tablet which was erected in 1919 to mark the 
birthplace of Adam Smith in Kirkcaldy, coupled with an expres- 
sion of the satisfaction of the many Japanese who have visited 
the place in the past as well as of those who are desirous to do 
so in the future, testifying to the deep respect in which the great 
economist is held in Japan. 
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RECENT PERIODICALS AND NEW BOOKS 


Journal of the Royal Statistical Society. 


May, 1923. International Statistical Comparisons. A. W. Fivx. 
A prolusion of matters which will be discussed at the meeting of 
the International Statistical Institute next October. Trade 
Forecasting and Prices. E.C.SNow. On the Methods of Com- 
paring the Mortalities of two or more Communities and the Standard- 
isation of Death Rates. H. H. WorteNDEN. The Correction of 
Correlation Coefficients. H.G. Sreap. 


Economica. 


JUNE, 1923. Adam Smith. Dr. J. Bonar, Pror. E. Cannan. The 
centenary of Adam Smith’s birth evoked many wise and some 
witty reflections. Reform of the House of Lords. H. B. Lrss- 
Smitu, M.P. The Effect on Trade of Funding the Floating Debt. 
A. R. Burns. The Problem of Chinese Currency. L. L. Tana. 
The confused state of the currency is described, and a plan for 
its improvement is suggested. A New Contribution to the Popula- 
tion Problem. Dr. H. Dauton and M. GinsBera. Referring to 
Mr. Carr-Saunders’ Population Problem. The controversy on the 
tests of ‘‘ goodness of fit” is kept up by MR. R. A. FIsHER. 


The Quarterly Review. 


JuLY, 1923. Housing. Rigut Hon. Sim A. Boscawen. A sketch of 
housing policy from the first Public Health Act, 1848, down to 
1910, when first after the ‘‘ People’s Budget ” shortage of houses 
set in, is followed by a discussion of present conditions and plans 
for their improvement. Germany’s Capacity to Pay (not signed). 
Through the disappearance of National and State debts and the 
reduction of military expenditure Germany’s available surplus 
is much greater than before the War. The Dole and Demoralisation. 
GrorrrEY Draae. A vigorous denunciation of the increased 
expenditure on Public Assistance, amounting to some £400,000,000 
per annum. 

Current Economics (London). 

JANUARY, 1923. Vol. I., No. I. The new monthly will survey, as 
through a telescope, the world as a single indivisible economic 
unit, leaving to contemporary Journals the microscopic method 
apt to magnify the part and minimise the whole. 


The Irish Economist (Dublin). 


Juty, 1923. Matters of Moment. Pavut Gre@an. Irish dealers 
might compete with the world successfully for the custom of 
Great Britain, if they would abandon malpractices—such as the 
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deficiency of weight and excess of moisture in their butter—“ if we 
will throw into the fight some of the energy and ability and pluck 
which we have for some time past employed against our railways, 
aqueducts, police barracks and other public structures.” Con- 
sumers’ Co-operation in the United States. Crepric Lona. The 
Zeiss Works: What a Factory should be. M. L. Daruine. A 
study on Abbé’s work. Czecho-Slovakian Co-operation. F. VArra. 
The Future of Agriculture. The writer, who in a former number 
praised the scheme of C. H. Douglas, now recommends for 
immediate use a system of control, “ which, though incomplete, 
is at least practicable.” Co-operation and Psychology. R. LYNcu- 
Fox. 


Indian Journal of Economics (University of Allahabad). 


The Editor announces that notwithstanding the loss of valuable 
support caused by the departure of Professor H. Stanley Jevons 
from the University of Allahabad, the Journal will continue to be 
issued by the Department of Economics. It will be published 
three times during each academic year, on the first of October, 
January and April respectively. A special feature of the next 
issue, October, 1923, will be a Directory of Economists in India. 
The annual subscription will be rupees 9. 


L’ Egypte Contemporaine (Cairo). 


May, 1923. Notes on the Estimate of the National Income of Egypt for 
1921-1922. J. Baxter. (Criticises the estimate of 301 million 
Egyptian pounds framed by Dr. I. G. Lévi a year earlier, and 
concludes that the total should be reduced by at least 50 per cent.) 
Evaluation du revenu national del Egypte. Réponse a M. Baxter. 
Dr. I. G. Livi. (Maintains his original estimate.) A lively con- 
troversy on facts and methods between the Assistant Financial 
Secretary and the Controller of the Department of Statistics and 
of the Census. 


International Labour Review (Geneva). 


JUNE, Polish Labour Legislation. H. Baumaart. Measures to 
Combat Unemployment in the Netherlands. J. Grerritsz. The 
measures described have alleviated, but will not extinguish, 
unemployment, as the country has reached the point of saturation 
in respect of population. 

JuLy, 1923. Labour and Industry in China. J.B. TAYLER and W. T. 
Zuna@. Labour conditions are much below Western standards ; 
women and children are extensively employed; hours are long, 
and there is no Sunday. The standard of living is low, but wages 
are often lower. Women in the German Trade Union Movement. 
GERTRUDE HANNA. Women mostly belong to the same unions 
as men, forming some twenty per cent. of the membership. They 
mostly receive about two-thirds of men’s wages. 


International Review of Agricultural Economics (Rome). 


JANUARY-MarcH, 1923. The first number of a new series published 
under the auspices of the International Institute of Agriculture 
which was established in 1905. 
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Agrarian Reform in Eastern Europe. H. M. Conacuer. Share 
Tenacy in Spain. IwstituTE oF SoctaL Rerorm. Farm 
Household Management Instruction in Belgium. M. Brav- 
FRETON. Principal Types of Co-operative Society in Italy. G. 
Costanzo. Co-operation in the Argentine Republic. D. BOrzEa. 


Quarterly Journal of Economics (Cambridge, Mass.). 


May, 1923. Soil Fertility, Soil Exhaustion, and their Historical 
Significance. A. P. Usner. Science affords no basis for the 
“static ’’ conception that thé yield of crops is decreased by the 
depletion of minerals. International Rivalry and Free Trade 
Origins. L. B. Packarp. On the lines of Sir William Ashley’s 
article on ‘ The Tory Origin of Free Trade Policy ” (July, 1897), 
it is shown that party spirit and national enmity counted for 
much in the rise of Free Trade. T'he American Wool Manufacturers. 
ArTHUR H.CouLE. The combine are said to be a neglected chapter 
in the history of combinations. On the Relation between Price 
Cost and Profit, KrmpER Simpson. Danish Agriculture. 
JENS WARMING. Co-operation and the co-operative spirit have 
availed greatly. 


The American Economic Review (Cambridge Mass.). 


JUNE, 1923. Economics and Profits of Goodwill. C. J. Foreman. 
Suggestions for Determining a Living Wage. DorotTuEa D. 
Kittrepee. The Circuit Velocity of Money. Hupson B. 
Hastines. The Course in Elementary Economics. F. FETTER 
and others. The opinions of experts on the expediency of imparting 
a little learning. Effect of Open Price Association Activities. 
Mitton N. Netson. The Stabilization of Gold. Cari SNYDER. 
It is proposed to make notes, redeemable in gold, the sole legal 
tender; the total issue of this currency to be governed by an 
index-number of prices, so as to keep the level of prices constant. 


Journal of Political Economy (Chicago). 


JuNnE, 1923. Loyal Legion of Loggers and Lumbermen. E. B. M1rret- 
MAN. Anaccount of the not very decisive experiment in industrial 
relations made by organisation of employers and employees in 
the North-West lumber industry. Some Books on Fundamentals. 
F. H. Kyieut. Prof. Pigou’s Economics of Welfare and Mr. 
H. D. Henderson’s Supply and Demand are among the important 
books ably appreciated. Crown Lands in Feudal Germany. 
J. W. THompson. The International Investment Market. H. D. 
LassweLL. Psychological Tests for Business. A. W. Korn- 
HAUSER. Suggestions for testing and using various tests of 
business capacity. 


Political Science Quarterly (New York). 


JunkF, 1923. The Unemployed Problem. SEEBOHM ROWNTREE. 
Various remedies are recommended for adoption, or at least 
examination. The Living Wage and National Income. 8. A. 
LewisouHn. The “ reasonable needs ” of the workers are relative 
to the magnitude of the national income; which could probably 
be increased by a sanely liberal treatment of the workers. 
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Journal des Economistes (Paris). 


May, 1923. Le Budget britannique, 1923-4. W. M. J. Witwiams, 
Chronique de Vinflation. Prof. Cassel’s plan for devaluing 
currencies is combated. 

June. L’impét sur le revenu. Yves Guyot. La Deflation en 
Tchécoslovaque. B. DusrK. The deflation is described as on 
the whole a success, though attended with some temporary 
embarrassment. 

Juty. Le Budget de 1923. Yves Guyot. Les loyers dits ‘‘ modérés.” 
P. Gopvin. Deuxiéme emprunt 1923 du Crédit national. A. 
BaRrIox and I. Brocuy. 


Revue d’Economie Politique (Paris). 


Marcu—ApRiL, 1923. La France économique en 1922. There is tried 
in this number the experiment of presenting in one picture the 
various features of French economie life—financial, commercial, 
industrial and colonial. Under these headings are sections— 
fifteen in all—each treated by a separate well-known writer. 
Reparations, for instance, is fully discussed by M. Charles Rist, 
who points out the contradiction between a rigorously protectionist 
system and the hope of obtaining merchandise gratuitously. 


Revue de L’ Institut de Sociologie (Brussels). 


May, 1923. Un paralléle historique. W. Donna. An instructive 
and alarming parallel between the Peloponnesian War which 
ruined Ancient Greece and the recent World War. Athenian 
imperialism was the prototype of German aggression. La 
natalité et la mortalité chez les demi-sauvages. P. DESCAMPS. 
Curious facts bearing on the theory of population. L’évolution 
du régime bancaire en Belgique. B.S. CHteprer. The history 
of Belgian banking is continued down to 1838. 


Jahrbicher fiir Nationaloekonomie (Jena). 


May, 1923. Wertbestdndige Kapitalanlagen. Karu Muns. A scheme 
intended to neutralise some of the bad effects which the depreciation 
of money has produced by rendering the value of plant and securities 
unstable. Die Pacht nach gleitender Skala. H. Scuack. A 
sliding scale by which rent is to be measured in a stable unit, so as 
to correspond with “ objective rent ability.” 

JuNE. Die Grundformen der Steuerabwehr. F.K. Mann. Evasion 
of taxes defined so as not to imply legal wrongdoing presents 
several types. 


Weltwirtschaftliches Archiv (Jena). 


Aprit, 1923. Deflation, devaluation und Stabilisierung. Prof. J. S. 
LEWINSKI. Deflation of which the object is to raise the value of 
the depreciated paper-money is contrasted with ‘‘ devaluation ” 
which aims at maintaining the existing value of the paper. 
Sir Josiah Child. Dr. Sven Hevanper. Geldreform in 
Deutschland. H. Muxtier. 

There are also studies on questions relating to German harbours. 

Juty. Internationale Kapitalbildung nach dem Kriege. Dr. FRANz 
EULENBERG. Some theoretical considerations are followed by 
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particulars relating to the principal countries, showing that 
accumulation in 1920-22 is about half what is was in 1911-13. 
Die Wetthewerbslage der deutschen Welthdfen. Prov. E. v. 
BECKERATH. The English T'rade-Board System. A. W.SHIMMAS. 
Typisierung als Wirtschaft Organisation. Dr. Ernst SCHUSTER. 
A very wide concept including standardization and other kinds of 
unification is considered. 


Archiv fur Sozialwissenshaft und Sozialpolitik (Tiibingen). 


Banpb 50, Hert 3. Der Imperialismus der Vereinigicn Staaten. A. 
SaLz.  Volkswirtschaftliche Theorie der  Personenfahrpreise. 
OsKAR ENGLANDER. Liesenzollgebiete nach dem  Weltkrieg. 
SIEGMUND ScHILLER. There is also an article of great literary 
interest on the repercussion of the economic and social milieu on 
recent Italian literature by R. MicuE.s. 


Giornale degli Economisti (Rome). 


June. Il commercio estero dell’ Italie durante la guerra. V.DEUTAMORO 
Della dinamica patrimoniale nella presente economia capitalista. 
G. Masorana. (Referring to the work of A. De Stephani on 
inheritance.) 

Juty. J porti dell’ Italia meridionale. Etretcarmo CorsBino. 


La Riforma Sociale (Turin). 


May-June, 1923. Per la riduzione delle Tariffe doganali. It Comt- 
TATO DEL GRupro LiBeRo-ScAMBISTA ITALIANO. A_ powerful 
petition to Parliament deprecating the aggravation of Protection- 
ism unconstitutionally introduced in 1921. The immediate 
abolition of protective duties is not demanded; their possible 
uses are admitted; but these, say the committee, were 
sufficiently secured by the old tariff. Among the signatures are 
names of the most distinguished Italian Professors, De Viti di 
Marco, Jannacone, Loria, Prato and other names well known 
throughout Europe. “‘ Marshall” Sulla Circulazione. ACHILLE 
Loria. High encomium of Dr. Marshall's Money, Credit and 
Commerce is tempered with some criticism. It is objected that 
the reasoning at p. 162 of the book would not hold good in certain 
cases, [cases, abstracted in that context as not occurring in 
“ ordinary trade,” are treated among exceptions in an Appendix:] 
Note critiche di Statistica Economica. P. JANNACONE. An 
important study on Index-numbers, specially referring to 
Professor Irving Fisher’s recent volume. 


Revista Nacional de Economia (Madrid). 


Vou. XIV., No. 41. La Banca Catalana y el Nacionalismo. J. N. 
Ropks. Estudios de Economia Prehistérica. H. OBERMALER Y 
P. pE Barrapas. A learned study on origins. Consideraciones 
sobre la Conferencia de Paris. J. DE FELS. 
No. 42. La Situatidn financiera de Espana. KE. Riv. The 
editor presents a favourable view of Spanish currency and finance 
(la vida econdmica en Asturias). L. A. ARGUELLES. Interesting 
details about different branches of agriculture, and reflections on 
the value of human culture. 





No. 131.—voL. XXXII. GG 
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NEW BOOKS 


English. 


BiakeE (HvuBert). Currency and Credit. Before and since 1914. 
London: Wilson. 1923. Pp. 91. 


Consett (REAR-ApMIRAL M. W. W.). The Triumph of Unarmed 
Forces, 1914-1918. London: Williams and Norgate. 1923. Pp. 344. 


Das (R. Kanta). Factory Labour in India. Berlin and Leipsic : 
Gruyler. 1923. Pp. 216. 


[The writer is Lecturer in Economics, New York University. ] 


Das (R. Kanta). Hindustani Workers on the Pacific Coast. 
Berlin and Leipsic: Gruyler. 1923. Pp. 126. 

[An interesting study of the work and life and grievances of the Hindustani 
immigrants into the United States and Canada; based on an inquiry made by the 
writer for the Department of Labour, United States. ] 


Epie (Lionet D.). Business Cycles and Unemployment: Report 
and Recommendations of a Committee of the Conference on Unemploy- 
ment. With a Foreword by Hersert Hoover. London: McGraw 
Publishing Co. 1923. Pp. 405. 


Enock (A. Guy). The Problem of Armaments. London: 
Macmillan. 


Finer (HERMAN). Representative Government and a Parliament 
of Industry. London: Allen and Unwin. 1923. Pp. 273. 


[It is questioned whether our existing political institutions are adapted to solve 
peaceably the grave economic and social problems of our time. Other institutions 
are suggested by the experience of the German Federal Economic Council.] 


Fiux (A. W.). Economic Principles. London: Methuen. 1923. 
Pp. 305. 

[In this new edition of a well-known treatise, published nearly twenty years 
ago, the treatment of moncy, international trade and the foreign exchanges has 
been entirely recast. } 


Gatton (F. D.). Sclect Documents illustrating the History of 
Trade Unionism. J. The Tailoring Trade. London: King. 1923. 
Pp. 242. 

[A reprint of a well-known work. ] 

GuosHAL (Pror. U.). A History of Hindu Political Theories. 
Oxford : University Press. 1923. Pp. 296. 


Hirst (Francis W.). Trade, Expenditure, Taxation and Money : 
being lectures delivered in South Africa in 1923 under the auspices of 
the Council of Education, Witwatersrand. Council of Education, 
Johannesburg. Pp. 70. 3s., cloth. 


LenHretpt (R. H.). Restoration of the World’s Currencies. 
London: King. 1923. Pp. 146. 
Nrerotp (OTFRIED). The Development of International Law 


after the World War. Translated from the German by Amos §. 
HERSHEY. Oxford: Clarendon Press. 1923. Pp. 241. 
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O'BRIEN (GEORGE). An Essay on the Economic Effects of the 
Reformation. London: Burns and Oates. 1923. Pp. 194. 


Vakiu (C. N.). Our Fiscal Policy (second edition, revised and 
enlarged). Bombay: Taraporevala. 1923. Pp. 157. 


Wotre (HumBert). Labour Supply and Legislation (Economic 
and social history of the World War). Oxford: University Press. 
1923. Pp. 422. 

[An account of the way in which food and munitions for some five million men 
withdrawn from labour were provided by the remaining labour force of the 
United Kingdom. The well-arranged narrative is supported by numerous 
pieces justificatifs. | 


American. 


BERGENGREN (Roy F.). Co-operative Banking. New York: 
Macmillan Co. 1923. Pp. 398. 

[By “‘ credit union ”’ banking service is brought to the masses, thrift is promoted, 
usury is eliminated and other advantages are secured. | 

Berripce (W. A.). Cycles of Unemployment in the United States. 
Boston: Houghton. 1923. Pp. 88. 

Boaarpus (Emory S.). Essentials of Americanisation. Third 
revised edition. Los Angeles: Miller. 1923. Pp. 442. 


Britisu Economics. Some aspects of recent British Economics. 
Britain—Economic Outlook, by J. A. Hobson. British Aspects of 
Unemployment, by D. H. Macgregor. English Agriculture during the 
War and since the Armistice, by Reginald Lennard. Chicago: 
University Press. Pp. 134. 

[A collection of articles recently published in the Journal of Political Economy.] 

BropeERick (JoHN T.). Pulling Together. Schenectady (U.S.A.). 
Hobson and Adee. 1922. Pp. 167. 


[A plan for securing better rclations between capital and labour.] 

Carnegie Endowment for International Peace. Official German 
documents relating to the World War. Translated under the Super- 
vision of the Carnegie Endowment. New York: Oxford University 
Press. 1923. 2 vols. 

Day (FE. Ezra) and Davis (J. STANCLIFFE). Questions on the 
Principles of Economics. New York: Macmillan Co, 1922. Pp. 124. 

[A praxis arranged primarily for use with Professor Taussig’s Principles of 
Economics.] 

Farrcump (F. R.). Essentials of Economics. New York: 
American Book Co. Pp. 543. 

Foster (W. TRurant) and Catcntncs (WADDILL). Boston and 
New York: Houghton Co. 1923. Pp. 409. 

Kewtity (Truman L., Px.D.). Statistical Method. New York : 
Macmillan Company. Pp. 300. 18s. 

Link (Henry C.). Education and Industry. New York: 
Macmillan Co. 1923. Pp. 265. 

[By the author of “‘ Employment Psychology.’’} 
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Netson (Mitton). Open Price Associations (University of 
Illinois Studies). Urbane: University. 1922. Pp. 240. 


PERLMAN (SELIG). A History of Trade Unionism in the United 
States. New York: Macmillan Co. 1922. Pp. 306. 


VIALLATE (PRoFr, ACHILLE), Economic Imperialism and Inter- 
national Relations during the last Fifty Years. New York : Macmillan 
Co. 1923. Pp. 180. 


French. 


AvcLERT (HvuBERTINE). Les femmes au Gouvernail. Paris: 
Giard. 1923. Pp. 407. 


[The work of a noted French “ Suffragette.’’] 


Bosstire (RENf E.). La crise Mondiale. Etude de sa cause et 
d’un projet de solution. Paris: Rousseau. 1823. Pp. 23. 


Bousquet (G. H.). L’évolution Sociale aux Pays-bas (1914-22). 
Paris: 1923. Pp. 142. 

[A history of momentous constitutional changes. ] 

Ernzia (Pav). Le mouvement des prix en France depuis 1914. 
Paris: Rousseau. 1923. Pp. 102. 


GARRIGON-LAGRANGE (A.). Le probléme des Réparations. La 
technique des Réglements. Paris: Vie Universitaire. 1923. Pp. 254. 


Mavcer (J. B.). Rechercher sur les relations économiques entre 
La France et La Hollande pendant la Révolution Frangaise. Paris: 
1923. Pp. 170. 


Rienano (Eucenio). Pour une réforme socialiste du droit 
successoral (Bibliothéque Socialiste). Paris: Rieder. Pp. 119. 

[A translation, with some variations, of the author’s Per una riforma Socialista 
del diritto successorio. ] 


Ste (Henri). Les idées politiques en France au XVII. Siécle. 
Paris: Giard. 1923. Pp. 371. 


Yovanovicu (D.). Le rendement optimum du travail ouvrier. 
Paris: Payot. 1923. Pp. 490. 


YovanovitcH-Focier (D. ALEXANDRE). Les théories monétaire 
de l’Economiste Cassel. Paris: Jouve. 1923. Pp. 151. 


German. 


Femen (D. J. F.). Die Umlaufs-geschwindigkeit des Geldes 
(Sozialwissenschaftliche Forschungen Abteilung I., Heft 1). Berlin 
and Leipsic: Gruyler. 1923. Pp. 143. 


HELANDER(D. Sven). Die Ausgangspunkte der Wirtschaftswissen- 
‘schaft. Jena: Fischer. 1923. Pp. 122. 


MENGER (CARL). Grundsitze der Volkswirtschaftslehre. Vienna : 
Holder-Pichler. 1923. Pp. 335. 

[A revised edition of the epoch-making work which was published some fifty 
years ago. The revision has been carried out by the author’s son with the aid of 
& manuscript left by the author. ] 
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RicuTER (Dr. Letrz). Arbeitsrecht als Rechtsbegriff. Leipsic : 
Scholl. 1923. Pp. 26. 


[The third issue of the writings of the Institute for “‘ Arbeitsrecht ”; of which 
the author is an official.] 


Italian. 


Fanno (Pror. Marco). Inflazione Monetario e Corso der Cambi. 
Citta di Castello: Societa ‘‘ Leonardo da Vinci.” 1923. Pp. 138. 

[Reprinted from the Giornale degli Economisti.] 

GriuLtio (ALEssIo). La teoria del Cassel e la stabilizzazione dei 
Cambi. Venice: Ferrari. 1922. Pp. 95. 

Nitt1(F.). Scienza delle Finanze, Edizione V. Naples: Simonazy. 

OtiveTTI (G.). Le riparazionie la Ruhr. Rome: Atheneum. 


Papi (G. U.). Il lavoratore alla gestione dell’ impresa. Milan : 
Vallardi. 


Papi (G. U.). Prestiti esteri e commercio internazionale in regime 
di carta moneta. Rome: Signorelli. 


Repact (F. A.). La questione doganale. Turin: La Riforma 
Sociale. 1923. Pp. 87. 


[Reprinted from the Riforma, witha preface by Professor Einaudi calling 
attention to the witness borne by business men to the deleterious effects of Italian 
Protection. ] 


Swedish. 


OsTeRGEN (AuG.). Viagen till Ekonomisk halsa. Stockholm : 
Fritze. Pp. 247. 
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A HISTORY OF THE CANADIAN PACIFIC 
RAILWAY 


By Harotp A. Innis, Ph.D. Lecturer in the Department of 
Political Economy in the University of Toronto. 12s. 6d. 
Times Literary Supplement.— The first part is a fully documented sketch of the history and 


economic development of Canada in the days before the coming of the railway. . . . The latter part 
is a study, largely statistical, of the expansion of the railway, freights, passengers, earnings, and expenses.” 


S. Wales Daily News.— Dr. Innis deals with every phase of this development in a most exhaustive 
manner, with the result that his book is a source of information on the subject. Everyone concerned in 
railway schemes, either technically or financially, will find this work of absorbing interest, while teachers 
of economic geography will find in it much useful material not included in any ordinary text-book for the 
instruction of their pupils.” 


WAGES IN THE COAL INDUSTRY 


By J. W. F. Rowe, B.A. (Cantab.). In the Series of the London 
School of Economics. Folding Statistical Graphs and Tables. 10s. 6d. 


Manchester Guardian.— Mr. Rowe has written quite the best account of miners’ wages that 
we have, and his book is one of the most valuable of the numerous recent studies of the Coal Industry.” 


S. Wales Daily News.—“ Vitally necessary for clear understanding of the problems involved, and 
Mr. Rowe has endeavoured to help those who are interested in affairs concerning colleries towards clear 
thinking and right judgment ... must have involved hard work and research, and the result is a 
wonderful summing-up of the situation as it at present exists. The volume should be carefully studied 
by miners and by cates owners, for it sets before them, in a concise manner, the difficulties that have 
to be confronted in order to solve a problem which has caused the nation considerable anxiety for some 
years.” 


RESTORATION OF THE WORLD’S CURRENCIES 


By R. A. Leure.tpt, D.Sc., Professor of Economics in the 
University of the Witwatersrand, Johannesburg. 6s, 


PRACTICAL ASPECTS OF ELECTORAL 
R EFO R M A Study of the General Election, 1922. 


By Joun H. Humpnureys, Secretary of the Proportional Representa- 
tion Society. 1s. 


PEOPLE’S BANKS: A RECORD OF SOCIAL 
AND ECONOMIC SUCCESS 


By Henry W. Wotrr, Fourth Edition. Newly revised and brought 
up to date. Giving a History of the Origin and Extension of 
Co-operative Banking Statistics, and a description of the different 

forms in use in various countries. 10s. 6d. 
Observer.—‘' It is impossible, in the space at our disposal, to do justice to Mr. Henry W. Wolfi’s 
‘People’s Banks.’ Mr. Wolff has carefully studied the subject, and writes about it so admirably that 


his volume should be in the hands of every one interested in the study of methods by which the lot of 
those who labour may be improved.” 
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